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PREFACE 


The demand for specialised knowledge in all branches of com¬ 
mercial life is every day becoming more insistent. Whilst a 
smattering of knowledge of many subjects may, under conceivable 
circumstances, be found useful, one who has taken pains to study 
the higher branches of his business or profession will, other things 
being equal, achieve the best results. What was good enough for 
the last generation will not suffice for this. 

The standard of efficiency is being raised, and greater demands are 
being made upon the knowledge and capacity of aspirants to success. 
Hence the call for textbooks which are thoroughly practical and 
which provide concise and lucid expositions of the basic principles 
involved in the complex problems with which the modem business 
man has to deal. 

It is idle to expect to find, in one personality, the wide knowledge 
ud extended experience requisite before one can be regarded as an 
uthority on the various branches of commerce dealt with in this 
/olume. Realising this, the editor has secured the assistance of 
experts, each of whom has treated his subject in accordance with 
a carefully prepared synopsis. 

It is confidently believed that “ The Theory and Practice of 
Commerce ” will prove invaluable to students preparing for the 
v« rious public examinations, and also to young people in business 
who desire to improve their abilities. 




CONTENTS 

CHAP. PAGE 

PREFACE . V 

INTRODUCTION.1 

I. CORRESPONDENCE, COMMERCIAL FORMS, ETC. . . 13 

II. COMMERCIAL CORRESPONDENCE (CONTINUED) . . 35 

III. DRAFTING CIRCULARS, DRAWING UP REPORTS, PRECIS 

WRITING, DUPLICATING .... 47 

IV. FILING AND INDEXING OF CORRESPONDENCE . . 65 

V. ADVERTISING—SALESMANSHIP—WINDOW DISPLAY— 

CATALOGUING—CORRECTING PROOFS, ETC. . . 76 

1 VI. PARTNERSHIPS—COMPANIES.86 

VII. AGENTS—BROKERS—MARKETS—CORNERS—TRUSTS— 

POOLS—FUTURES—OPTIONS .... 99 

VIII. OPENING BUSINESS.106 

IX. SALES AND PURCHASES.117 

#> 

X. INVOICING, REMITTANCES, ETC.136 

XI. DISPATCH OF GOODS.151 

XII. MONEY.164 

XIII. BANKS AND BANKING.175 

■'XIV. CHEQUES AND BILLS OF EXCHANGE -A • . 187 

XV. THE STOCK EXCHANGE.224 

XVI. INSOLVENCY AND BANKRUPTCY PRACTICE . . 257 

XVII. COUNTY COURT PROCEDURE.271 

XVIII. LIFE ASSURANCE.298 

XIX. FIRE AND CONSEQUENTIAL LOSS INSURANCE . . 317 

, XX. ACCIDENT INSURANCE, ETC.324 

XXI. INTERNATIONAL TRADE.341 


XXII. THE BOARD OF TRADE—CHAMBERS OF COMMERCE— 

vii 


CONSULS 


350 




CONTENTS 


viii 


CHAP. 

XXIII. 

MONEY MARKET—BANK OF ENGLAND—FOREIGN 

PAGE 

’ 

EXCHANGES 




367 

XXIV. 

IMPORTS—CUSTOMS FORMALITIES 




397 

. XXV. 

SHIP'S REPORTS, PAPERS, ETC. 




425 

/ XXVI. 

MARINE INSURANCE 




436 

XXVII. 

TELEGRAPHING AND CABLING 




495 

XXVIII. 

EXPORTING .... 




504 

XXIX. 

THE METRIC SYSTEM . 




546 

XXX. 

BRITISH AND FOREIGN WEIGHTS 

AND 

MEASURES 

553 

XXXI. 

COINAGE AND MONEYS OF THE WORLD . 

. 

561 


COMMERCIAL TERMS AND PHRASES 

. 

. 

571 


ABBREVIATIONS . 

. 

. 

. 

587 


INDEX .... 

• 

• 

• 

595 


INSETS 

SHIP'S REPORT . 



facing p. 

426 


FREIGHT LIST 

• 



429 


BILL OF LADING . 

• u 



520 


CONSULAR INVOICES 

. 



530 


POLICY OF INSURANCE 

• 



534 


LLOYD’S POLICY . 

• 



534 







THEORY AND PRACTICE 
OF COMMERCE 

INTRODUCTION 


CLASSIFICATION OF OCCUPATIONS 

The first fact which needs to be borne in mind in considering the 
activities of a modern community like Great Britain, is, that its 
people are to-day living under conditions of civilisation which 
have had no parallel, as far as can be ascertained, until the last few 
generations. The inhabitants of modem Britain have apparently 
very little in common with their forefathers of a century ago, but 
are a type of whom it is true to say that they are very new in the 
world. This does not apply simply to Great Britain, but the same 
truth holds good with regard to all civilised nations of modern 
times. The conditions of life in a modem manufacturing town 
are something which is not reproduced in any period of the world's 
history until the last century and a half. Our industrial conditions 
are unique and peculiar. If we look at the England of the eighteenth 
century we find that it was chiefly agricultural, and the great 
proportion of the population earned its livelihood in occupations 
directly connected with the land. Even those who were then 
engaged in manufactures often spent a large part of their time in 
agriculture. There can be no greater contrast between the con¬ 
ditions of life then and those of the present time. To-day Britain 
is a nation remarkable among the nations of the world, because 
of its urbanised population. According to the Census of 1921, the 
population of Great Britain amounted to nearly 43,000,000, the 
greater part of which was concentrated in towns, as contrasted 
with 7,000,000 two centuries ago, when there was scarcely any 
Factory System, and when the people were largely engaged in the 
.occupations of the field. 

The secret of this great change is to be summed up in one word— 

l 
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viz.—machinery. The present age is one of machine production. 
During the period of the Industrial Revolution which began in the 
middle of the eighteenth century, this country witnessed a series 
of inventions in machinery which were far the most wonderful that 
the world had ever seen—inventions in manufacturing processes, 
in means of communication and in many other departments of 
industry. A good illustration of the state of communications 
less than a century ago is the well-known story of Sir Robert Peel. 
In the early forties of the nineteenth century he was spending his 
winter in Rome, and suddenly he was summoned home to be Prime 
Minister of England. He travelled from Rome to London just as 
fast as human means could take him, and yet it took him as long 
as it had taken Constantine the Great centuries ago, when he had 
been summoned to be the Emperor. This means that during all the 
intervening centuries the means of communicating had remained 
almost stationary, and the development in this one branch during 
the past hundred years has been far greater than in all the previous 
stages of the world’s industry taken together. The development 
in all other mechanical processes has not lagged behind the means 
of communication ; and there has been a concentration of popula¬ 
tion on the coalfields together with rapid development of the 
principle of the division of labour and a consequent increase in the 
number and variety of occupations. 

Perhaps the most convenient way of regarding the occupations 
of the people, is to connect them with the various types of industry 
which exist in a civilised community. In this manner all industrial 
occupations may be grouped under four great divisions—the 
^tra ctive, constructive and manufacturing, the commercial, and 
those engaged in the irerformance of direct services. Each of these 
branches is engaged in production. 

§ Production. —The aim of production is to add to those things 
lor commodities which are scarce and to make the supply of goods 
fcs large as possible. As a department of Business Science, pro¬ 
duction is an enquiry into the means by which materials or services 
can be so altered as to cause them to increase in value and so be 
desired by consumers. In the strictest sense " production ” means 
to produce in a market, and a producer is therefore any person 
who offers a commodity for sale. The labourer, for instance, 
produces his services, the capitalist produces his loan, and the 
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employer produces the goods which he sends to market. Again, 
the retail dealer buys large quantities of goods and produces the 
same goods in smaller parcels, to suit the needs of his customers. 
The total wealth of the community is divided among those classes 
who have helped to produce it and who have a claim for a share 
in it. There are two such classes of persons— 

(1) Those who have been directly engaged in producing the 

wealth ; such as the labourers. 

(2) Those persons who are fortunate in possessing some of the 

agents of production ; such as the capitalist who receives his 

share in the form of interest. 

Branches of Production. —The vast amount of wealth produced 
in the United Kingdom requires an infinite variety of labourers, all 
of whom are endeavouring to increase the values of materials or 
of services. For the sake of convenience these may be divided into 
the following four classes, according to the nature of the industries 
in which they are engaged— 

Production 

_l_ 

Extractive Constructive and Commercial Direct 

Industries Manufacturing Services 

Extractive Industries. —These relate to the raising from 
the soil, or obtaining from beneath the earth's surface, various 
forms of wealth. The extractive occupations are essentially 
local in character, being largely controlled by climatic conditions. 
Under this heading would come all such industries as Mining , 
and Fishing. 

Manufacturing and Constructive. —This group of occupations 
is devoted to the working up of the raw materials from the ex¬ 
tractive industries, into finished products. Manufacturing increases 
the value of a commodity by changing its form, and this increased 
value is chiefly due to the addition of labour, capital and organisa¬ 
tion. This process begins immediately the raw materials enter the 
factory or workshop, and ends with the completion of the factory 
processes. Its function is therefore distinct from that of the 
purchase of the raw material or the distribution of the finished 
product. Among the more important branches of the manufac¬ 
turing and constructive" industries are Textiles, Eng ineering, 
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g uilding. Hardware, and Chemicals. These industries differ 
from those of the extractive in two important respects— 

1 (1) They are less directly influenced by nature. 

(2) They are characterised by greater specialisation of processes. 
Commercial or Distributive. —This group includes all those 
callings which are concerned with the transfer o f the raw materials 
fro m the producer t o the manufacturer, and of the finished product 
from the, manufacturer to.the consumer. It consists of all those 
persons who are engaged in the distribution of goods, such as railway 
Barters. .merchants, brokers, retailers, etc. The exact organisation 
of this branch of industry will be determined in the first place by 
the relationship existing between the producer of the raw materials 
and the manufacturer, and in the second place by the relationship 
existing between the manufacturer and consumer. If the goods 
pass directly from the manufacturer to the consumer through 
retail stores, as is often the case in a local market, the commercial 
processes are correspondingly simplified. On the other hand, 
if they are sent to distant markets, a greater amount of capital 
and a more complex organisation will be required. 

Performance of Direct Services. —This group includes those 
persons who are engaged in giving their services, and who are not 
concerned with the production or distribution of material com¬ 
modities. Among such occupations are Poctors^ Teachers, Sailors, 
Sold ier , etc., and all those callings which are not included in the 
Extractive, Constructive or Commercial groups of industry. 

Each of these groups of industries is closely connected with the 
other, although sections of one branch are more important at one 
period of history than at another. For instance, at the beginning 
of the eighteenth century England was more concerned with the 
extractive industries in the form of agriculture than with manu¬ 
factures, whilst to-day she is more concerned with the application 
of labour to the products from the extractive industries, with 
manufactures. 

Divisions of Trade.— In a highly civilised country like Great 
Britain, the trade in every commodity in considerable demand, 
such as corn, sugar, tea, timber, etc., affords employment for a 
separate class of traders; but for all purposes of general enquiry 
it is sufficient to consider trade under two main headings, viz,— 
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' (1) The Home Trade or that carried on between individuals 
of the same country. 

(2) The Foreign Trade or that carried on between individuals of 
different countries. 

The Home Trade may be further divided into “ Wholesale" 
and “ Retail," whilst the Foreign Trade may be considered from 
the point of view of " Imports " and of " Exports." The various 
departments of Trade may be represented diagramatically as 
follows— 


Trade 



Home Trade Foreign Trade 

_ ! _ _ ! _ 

Wholesale Retail Import Export 

Home Trade. —The divisions of the Home Trade, like those 
in other employments, have grown out of a sense of their utility. 
The wholesale merchants buy the goods at first hand from the 
producers ; but instead of disposing of them to the consumers, they 
generally sell them to the retailers or shop-keepers, by whom they 
are retailed or distributed to the public in small quantities and in 
such a way as is most suitable for them. The interests of all parties 
are Consulted by this division. If the wholesale dealers attempted 
to retail their goods, they could not give that undivided attention 
to every part of their business which is so necessary to insure its 
success. A retailer should be constantly at his shop ; not merely 
to attend to the orders daily sent him, but that he may learn all 
that may happen with respect to the wants of his customers. 
Wholesale dealers, however, being obliged to attend to what is 
taking place in different and distant quarters, cannot give this 
minute attention to what happens in their immediate vicinity; 
and even if they could, the capital required to carry on a wholesale 
business would not be sufficient for that purpose were the business 
of retailing joined to it. Were there only one class of merchant, 
the capital and the number of persons employed in commercial 
undertakings would probably be not less than at present, but the 
merchant being obliged to apply himself principally to one depart¬ 
ment would have to leave to assistants the chief share of the other— 
a change which would be accompanied by the risk consequent 
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upon the entrusting of one's own business to others. There can, 
therefore, be no doubt that the separation between the retail and 
the wholesale dealings has been highly advantageous. 

Foreign Trade. —The trade carried on between individuals of 
different countries is founded on precisely the same circumstances— 
the differences of soil, climate and productions—on which is founded 
the trade between different districts in the same country. One 
country, like one district, is peculiarly suited for the growth of 
corn ; another for the cultivation of the grape ; a third abounds m 
minerals; a fourth in inexhaustible forests. Nature, by thus 
distributing in different countries the various articles suitable 
for the accommodation of man, has evidently provided for their 
mutual intercourse. In this respect indeed, foreign trade is of far 
more importance than the home trade. There is infinitely less 
difference between the products of various districts of the same 
country than there is between the products of different and distant 
countries, and the establishment of a territorial division of labour 
amongst the latter must therefore be proportionately advantageous. 

The actual values of the various articles of Import and Export 
into the United Kingdom naturally vary from year to year, 
especially in the case of crops, such as wheat, which come from 
countries of uncertain climatic conditions. Most of the imports 
consist of food-stuffs and of raw materials for manufacture, While 
the exports are chiefly manufactured articles. 

Divisions of Commerce. —It has been seen that the whole 
field of economic activity can be divided into four great industrial 
groups—the extractive, the constructive and manufacturing, the 
commercial and the direct services. In these pages we are chiefly 
concerned with the third of these divisions, viz.—Commercial. 
It will, therefore, be necessary to examine more closely into the 
scope of commerce. 

In a civilised community it is inconvenient for the producer or 
manufacturer to seek the markets for his own commodities, since 
he is sufficiently employed in looking after the workshop and the 
production of the goods. As a natural consequence, a class of 
persons has arisen who employ their time and skill in the distribution 
; of the goods. TOs bus in ess of distijbution is called Commerce. 
[It includes not merely the buying and selling of goods, but also their 
"transport, methods of financing and insurance. Thus modern 
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commerce may, for convenience, be divided into four main branches 
—Trade, Transport, Banking and Finance, and Insurance. 

Trade. —The chief function of the trader is to organise the 
market and to establish a meeting place for the seller and the 
consumer. Trade, therefore, includes a great variety of occupations 
which are concerned with the distribution of the raw materials of 
production and the finished output of the factory. The trading 
class are engaged in distributing the various kinds of goods among 
the consumers, and by so doing they render more valuable the 
commodities which are exchanged. The trader in his function 
of buying and selling commodities is dependent upon transport 
facilities for the carriage of his goods; upon the banker for his 
capital and for the financing of his operations ; lastly, he is always 
liable to loss of some kind against which, to safeguard himself, 
he utilises the services of insurance. 

Transport. —This is the carriage of the goods from the place of 
production to the place of consumption, or from the place of pro¬ 
duction to the place of distribution, and again to the place of con¬ 
sumption. Thus in the case of fruit, it is carried to Covent Garden 
which can be called the first place of distribution, then it is carried 
to the local shop which is the second place of distribution, and then it 
is conveyed to the consumer. The chief functions of transport 
are— 

(1) To enable production to be carried on at the most favourable 

points. 

(2) To facilitate the conveyance of raw materials at a sufficiently 
low cost and with rapidity, thus rendering possible division 
of labour. 

(3) To enable shortages in the local supply of one article to be 
made good by the importation of goods from abroad. It, 
therefore, helps to destroy famine. 

(4) To open up the undeveloped areas of the earth and thus 

bring them under cultivation. 

Banking and Finance. —In order that trade may be promoted 
there must be some mechanism by means of which commodities 
may be enabled to pass from hand to hand, and thus facilitate 
exchanges to the greatest extent. This mechanism is provided 
in an efficient system of banking. A bank js, an institution which 
de^,m^naon^y and credit. It receives deposits; pays them out 
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again on receiving instructions from its customers; sells drafts cr 
orders for money on its correspondents in other places ; lends out 
money at interest, acts as agent and custodian for its customers, 
and discounts notes and bills of exchange. It is the business of 
the modem banker to know whom to trust, and it is through his 
agency that capital is withdrawn from trades that are less, and 
placed in those that are more, productive. Hence, besides enabling 
the functions of credit to be performed on a large scale, a good 
banking system also helps to increase the efficiency with which 
trade is conducted. 

Insurance. —In each section of commercial life—the conduct 
of trade, banking, and transportation—there is always .the 
possibility of losses being incurred by accidents, fire, shipwreck, 
or in some other way. With the growth of business knowledge 
and experience, it has become possible to put many of these risks 
upon an actuarial basis, and tojndewnfy the loser by means of a 
system of insurance. This may be defined as a contract by which 
a per^n^Jn^consideratipn of a lump sum of money7or of a periodical 
payment, undertakes to pay to another a larger sum on the happen¬ 
ing of a pa rticular event. The thing or event insured against is 
known as the risk ,pr peril; the person named in the policy to 
whom the amount therein is to be paid is known as the bepg^iarv ; 
and the written or printed form to which the contract has been 
reduced is known as the policy. The most common forms of policy 
are those connected withJUfeAssux^ 

to which may be added A^ckJit^Burgka: jad^^tj Guarsmtee 
Insgxance. Each of these will be dealt with later on in this book. 

Agents of Production. —The factors or agents of production 
are the various forces of nature and of man which combine to 
produce a commodity. The most essential of these are land , 

1aud The word “ land ” is used to 

denote the part played in prydurtinn fry Natur e, and is thus wider 
than the popular use of the term. Thus it would include a water¬ 
fall or a river. Perhaps the most essential agent of production 
is labour, i.e. $ the need for the application of effort to the land 
before any commodity can be produced. Thus in order that a 
group of human beings may produce " wealth ” there must be 
willingness to work for the goods, or in other words, must 
put forth exertio n wW(±^JoiQwn as labour. In the second place, 
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there must be a portio n of Jbfr. earths. gurface upon which the 
productive operations can take place, which is known as “ land ” ; 
in the third place there must be what is known as capital, i.e., 
son^ihiog.tp work upon such as raw materials, and something to 
wo rk w ith such as tools, as well as something to keep the workers 
alive whilst they are awaiting the results of their labour. Finally, 
there is need for someone to organise these first three agents of 
proSuction, and this is known as organisation or enterprise. The 
total wealth produced annually, or ^national dividend as it is called, 
is divided among those classes who have helped to produce it and 
who have a claim for a share in it. 

Although it may be convenient to speak of land, labour, capital 
and organisation as distinct factors contributed by entirely different 
sources, in practice there is scarcely a capitalist class distinct from 
other classes. The capital used in business is provided by those 
who have capital to use, and like every other form of wealth, it is able 
to obtain for its services only what others are willing to give it. 
In the long run, therefore, it will not get more or less than its due 
share of the product having regard to what it does in exchange 
for it. 

Capital. —Probably no term has given rise to greater controversy 
than the definition of the word “ capital,” and this is rendered 
the more difficult owing to the fact that its meaning in business 
is not always identical with that given to it by economists. It 
can be defined in several ways according to the scope of our 
investigation. Originally, the term was applied to the principal 
in a loan of money, as distinct from the interest. It was afterwards 
applied not only to money, but to any property which yielded 
an income to its possessor. In a still wider sense, the essential 
character of capital has been taken to be its productiveness, since 
the revenue derived from the possession of capital must come 
from the increase of the product of industry. The true functions 
of capital in an economic sense are to assist the labourer with tools, 
shelter and materials, and to enable the capitalist to accumulate 
a stock of goods which he can dispose of when it is most convenient 
to him. Judged in this light, it will be seen that the function of 
capital is not to maintain the labourer; in short, the wages of 
labour are not paid out of capital, but are derived from the product 
which the worker has himself been engaged in producing. 

a—( 1481 ) 
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Capital is sometimes described as being either fixed or circulating 
capital. Fixed Capital is wealth embodied in a form in which it 
can be used a number of times without complete exhaustion of its 
utility in that form, e.g. t buildings, machinery, railways and 
the like. Circulating Capital consists of those things which can 
perform their service only once, as in the case of raw materials, 
coal, food, money, etc. 

In business, capital is regarded as the entire property of an 
undertaking which is devoted to the carrying on of its affairs for 
the purpose of earning profits and of liquidating its debts. 

In the case of a Limited Company, the capital is that sum 
subscribed by the shareholders for carrying on the undertaking. 

An examination of the diagram on page 11 will show that the 
capital of a Joint-Stock Company may be divided into the following 
classes— 

(1) Capital Values. 

(2) Capital Goods. 

Under the heading of Capital Values are included the actual 
realisable values in the possession of the business, which may be 
subdivided as follows— 

(1) The general statement of Assets and Liabilities as given in 
the Balance Sheet of the firm may be regarded as a list of the 
positive and negative items of Capital, the difference between 
which is known as the Net Capital. 

(2) The Present Capital represents the amount recorded in the 
books of the company, and consists of the undivided profits, such as 
Reserve Funds, together with the Market Value of the shares. 

(3) The Original Capital of the firm may be subdivided in— 

(а) The Paid-up Capital, that is, that portion of the Called-up 

Capital which has been received by the company 

(б) The Nominal Capital, that is, the sum stated in the Memor¬ 

andum of Association as the Authorised or Registered 

Capital of the Company. 

Under Capital Goods are included all the implements of produc¬ 
tion owned by the firm, such as plant, machinery, buildings, etc., 
together with the credit instruments, such as bills of exchange, which 
help to increase the productivity of the firm. 

The various subdivisions of Business Capital may, therefore, 
be represented graphically as follows— 
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Business Capital 
Capital 


Capital Value Capital Goods 


Assets and Liabil- Net Capital Capital Capital 

itiesin General | Instruments Property 

j j 

Present Capital Original Capital 

(This is the amount recorded in I 

the books of the Company and _ j__ 

consists of Undivided profits and | j 

Market value of the Shares) Nominal Capital Actual Paid up 

Capital 

The Entrepreneur is the undertaker of business risks. In reality 
he is the agent for the consumer, for his success depends upon his 
doing what the consumer wants, and his profit is really a com 
mission which he gets for handing on the product to the consumer 
An entrepreneur must possess exceptional ability in the organisation 
of business, the control of capital and the power to foresee changes 
in the markets. It is the duty of the entrepreneur to pay the 
labourer his wages, the capitalist his interest, the landowner his 
rent, and taxes to the Government, and whatever surplus remains 
after his expenses of production have been paid accrues to him as 
profit or payment for the risks he has undertaken. Unless someone 
came forward to make this speculation, production would be at a 
standstill. 

In the case of the sole trader, the employer himself performs the 
functions of the entrepreneur and sometimes that of the capitalist 
in addition. In the case of a partnership the risks are undertaken 
by the various partners, whilst in the case of a Limited Liability 
Company, the shareholders are the entrepreneurs. Another 
form of undertaking is that of the Co-operative Distributive Society 
which is engaged in selling commodities to its members. Here the 
members, who are also the consumers, undertake the business 
risks and are in consequence the entrepreneurs. Thus it will be 
seen that the function of the entrepreneur is indispensable to all 
types of undertaking. 

Delegation of Duties. —In general terms one cannot expect 
satisfactory results from an organisation consisting of a number 
of individuals with independent minds, unless matters are organised 
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in such a manner as to confine responsibility and enable one to say 
who shall be held to blame for various conceivable kinds of mistakes 
producing undesirable results. It is, therefore, necessary to 
delegate a share of the control to subordinates. 

The intelligent control of a business may be exercised by an 
individual, a Committee, or a Board of Directors. Whichever kind 
of control is adopted it is naturally a limited body, and the question 
arises, how is it possible for one or a few individuals to keep in touch 
with what is going on so as to be able to control it at all ? The only 
way in which a large business can be effectively controlled is to 
classify the workers into groups or sections, and then place each 
section in the charge of an under-manager. In this way certain 
persons are made responsible for the profits. However, a manager 
cannot reasonably be held responsible for the financial results of 
the department, unless he has a free hand in deciding the way in 
which the work of the department is to be done. 

Questions 

1. State what you understand by the following terms: Production, 

Home Trade, Transport, Capital. 

2. Give three examples of extractive industries, manufacturing 

and constructive industries, and direct services. 

3. What useful purpose does insurance serve ? Mention five impor¬ 

tant kinds of insurance. 

4. What are the divisions of commerce ? 

5. What are the functions of transport? 

6. Explain the meaning of the different kinds of capital. 

7. In what ways do banks assist the trade of the country? 



CHAPTER I 


CORRESPONDENCE, COMMERCIAL FORMS, ETC. 

Inward Correspondence. —Every firm has its own method of 
entering and recording its correspondence, according to its special 
requirements. The mail may be delivered in the ordinary way, 
or, by arrangement with the post office, one of the juniors may fetch 
the letters in a bag, to which both the post office and the firm will 
have a key. If the latter is the method it is desired to adopt, it 
will be necessary to rent a private box at the post office, the cost 
for which varies from £1 to £3. Full particulars concerning private 
boxes will be found in the Post Office Guide , the official publication 
of the post office. 

The principal or manager of the firm generally prefers to go 
through the inward correspondence the first thing in the morning, 
and he usually has the assistance of the chief correspondence clerk. 
All the letters should have the date of their receipt stamped upon 
them. Sometimes a letter is delayed; and should there be a greater 
difference than a day between the date of the letter and that of its 
receipt, the postmark should be examined and the envelope kept 
for a time until the delay is accounted for. The attention of the 
sender should be called to the discrepancy in the course of the 
acknowledgment or reply, as the case may be. Great care should 
be taken in opening the envelopes, so that such enclosures as 
cheques and postal orders are not mutilated. Letters containing 
remittances will, of course, receive particular care. It is usual for 
a responsible official to make a note in the left-hand comer at the 
top of the letter, of the exact amount received. Sometimes a cus¬ 
tomer omits to enclose the cheque, postal order, or part of the 
money mentioned, and this fact should immediately be notified. 

Each department of a firm will have its own box or basket sent 
to the manager’s office, and when the letters have been sorted into 
the separate departments and put into the particular baskets, the 
latter are forwarded to the “ chiefs ” of the departments, who will 
deal with the correspondence contained therein. Those letters 
which cannot be answered the same day are placed in special boxes 
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for unanswered letters, and the letters which have been disposed 
of are placed in another box while waiting to be collected and filed. 

Some firms enter particulars of very important letters in a 
Letter Register, ruled to show the following particulars: Date, 
No., Name, Nature of letter, How disposed of, Remarks. The 
column headed “ How disposed of ” is useful in keeping a check on 
unanswered letters, as, if this column is blank opposite the name 
of a correspondent for any length of time, inquiries can be made 
to make sure that the letter has not been lost or overlooked. 

Outgoing Correspondence. —On account of the many advan¬ 
tages offered by the vertical system of filing, and the ease with 
which carbon copies may be made on the typewriter, most firms 
have discarded the old-fashioned method of press-copying letters 
in a letter book in favour of the more modem method by which 
each correspondent’s communications are kept together, with a 
carbon copy of the replies attached. Another method in common 
use is to file the carbon copies in chronological order in the letter 
book. When the typist presents the letters to the dictator for 
signing, the carbon copies should be handed to him for initialing. 

Where a copy press is used the outfit will include :—(1) A letter 
book ; (2) Damping linen or rubber sheets (or a water well and 
brush); (3) Oil sheets ; (4) Drying sheets. 

The letter book consists of 250 or 500 sheets of white or buff 
copying paper, the leaves being numbered consecutively. An 
alphabetical index is inserted at the beginning of the book. When 
it is desired to copy a letter an oil sheet is first placed on the back 
of the page last used; this is followed by a damping sheet. The 
next page of the letter book is turned on to the damping sheet 
and the letter to be copied placed face downwards upon it. 
Another oil sheet is added to prevent the damp from spreading to 
other sheets, and the book is closed and placed in the press, care 
being taken to keep the binding edge outside. If a letter is badly 
copied and it becomes necessary to re-write and re-copy it, on no 
consideration should the page of the letter-book be torn out, as this 
destroys the value of the book as evidence. The word " Cancelled ” 
should be written in blue pencil across the page. 

A modern development of the press-copying machine is the 
Rotary copier, where the letter to be copied is placed between 
rollers, and a copy taken on a continuous roll of paper, which is 
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afterwards cut by means of a knife attached to the machine. In 
this way a copy exactly similar in character to that made in a press 
copy book is taken on a loose sheet. The principal advantage 
claimed for this method is that the copy includes the signature of 
the writer and any pen alterations which may have been made in 
the original. 

All letters copied or filed in the letter book should be indexed so 
as to facilitate reference. The only particulars needed in the index 
are the names of the correspondents and the pages on which the 
letters appear. 

The following may be taken as an example of the index page S— 

Sanderson, J. 8, 126, 220, 228. 

Sandland, F. 10, 82, 96, 123, 158, 240. 

Scarlett, R. B. 165. 

Saunders & Slater 183, 250. 

Scollock, H. M. 233, 260. 

Seagar & Co. 322, 376. 

Shaw & Edgar 418, 424, 435 

When a large number of names or other words have to be indexed, 
use is sometimes made of the vowel index . The principle is an 
extension of that generally used, the difference being that each 
initial letter of the alphabet is divided into five parts, one for each 
of the vowels a t e , i, o, u. The initial letter of the name to be 
indexed indicates the division of the index in which it should be 
placed, and the first vowel in the name (other than the initial letter) 
indicates the sub-division. Generally, five leaves of the index 
are set apart for each initial letter except those of rare occurrence, 
(e.g., q, x, y, z), which are often grouped with others, and the five 
leaves are headed a t e t i, o, u, respectively. As an example we 
may suppose that the following names have to be indexed— 

Ambrose, James 

Ashwell & Co. 

Ashban, Strutt & Sons 

Aldridge, Thomas 

Abrunton Bros., Ltd. 

We first turn to our division A, and on the page marked with the 
vowel o we enter the name Ambrose, James, o being the first vowel 
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after the initial in that name. The other names are similarly 
dealt with, and we have— 

Ashwell & Co. on the e page. 

Ashban, Strutt & Sons on the a page. 

Aldridge, Thomas ,, ,, i ,, 

Abrunton Bros., Ltd. „ „ u 


Instead of having a separate page for each vowel, for consideia- 
tions of space each page of the ordinary alphabetical index is some¬ 
times ruled with five columns headed with the vowels a , e f i, o, u. 
In this case the names are entered in different columns instead of 
on different pages. 

The vowel subdivision is not always found perfectly satisfactory 
as there are words which cannot, according to the strict rule, be 
put under any of the sections, because beyond the initial there are 
no vowels at all ( e.g ., Ash, Epps) ; these must be indexed under 
the vowel initial. 

As each letter is indexed a horizontal line is written in blue pencil 
near the top of the page, and where a previous letter has been 
written to the same correspondent the number of the page on which 
such letter appears is written above the line. This provides a 
cross-reference and enables a series of letters to the same corre¬ 
spondent to be traced without the trouble of having to refer to 
the index in each case. Take, for example, letters written to 
J. Sanderson, which appear on pages 8, 126, 220 and 228. 


On page 




8 the cross-reference will be 


126 




M 


220 


>> 


»> 


228 


0 

126 

8 

220 

126 

228 

220 


Great care should be exercised by the person responsible for 
despatching correspondence to see that all enclosures are duly 
inserted, and that the envelopes are properly addressed. Enclosures 
may be indicated by a sloping line in the margin of the letter, 
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immediately opposite the place in which the enclosures are 
enumerated, thus— 




l> st ' 


Another method is to affix to the letter itself, a small printed slip, 
gummed at the back, indicating the documents which are to be 
enclosed. The general practice, however, is to type at the head or 
foot of the letter “ Enclo." or " 2 Enclosures/' 

A record of outgoing correspondence is kept in a Postage book, 
of which the following is a specimen— 

Postage Book 


Stamps i 
or Cash. | 

Date. 

Name. 

Address. 



! 

19.. 



2 


ii Sep. 2 

Abbott, J. 

Paisley 



i 

• 


Aikin &• Sons 

Cardiff 



1 


Fairlow Bros . 

Preston 



1 


Esden & Co. 

Salford 



i 


Steel & Flint 

Peterboro 


i 

ii 


Spicers, Ltd. 

Norwich 

1 



Collins & Slye 

Bootle 

• 

!| 

,i 


Toft Peter 

Shipley 


! 


Cash in hand 



Time of 
Posting. 


[Posted 

by. 


Postage. 


10.30 a.m. 


1 p.m. 


; B.F. 
! pci . 


1 I 17 


n 

i 

ii 
ii 


i 



The Petty Cash Book is the book in which are recorded pay¬ 
ments of money for small expenses such as carriage, postage, string, 
newspapers, etc. The book is usually kept by a junior clerk who 
receives from the cashier a sum sufficient to meet these minor 
expenses for a certain period. The book is made up periodically, 
and additional cash advanced as it becomes necessary. The 
method in common use is for a certain round sum to be advanced 
by the cashier to the keeper of the Petty Cash Book. At the end 
of the week or month when the book is made up, an amount corre¬ 
sponding to that which has been spent is handed over, so that 
the Petty cashier commences the following period with the original 
amount in hand. This is known as the " Imprest System." In 
some cases the items are dissected under different heads, whilst 
some Petty Cash Books are provided with Analysis columns in 


i/5 n <t> co © 



Petty Cash Book 

(Dissected) 


00cca©a500)®«05®»0®0«035»- 


'f<N~*<NC^CSO0T- ( 


1L 

« 5 ^ k ? 

» kJ « 2> * 


^ 8f» 

Cm 

b) ^ jj ^ J^hh fc 




—<n :ir> :: :co<x> 


?\*-< *-< co 


ill § 1 3 

&jfg 

a,ofe(S 


Sep. I 6 | To balance fwd. 








Petty Cash Book 
(With Analysis Columns) 
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which the various amounts are entered as they are paid. The 
two examples on pp. 18 and 19 will make the difference clear. 

| A Price List is a document giving particulars of goods offered 
jfor sale, with the price at which the compiler of the list is willing 
to sell. 

George Caterhan & Co., Ltd., London 
price LIST 

Black Velveteens (Plain).—30 Yards 


M19 

18 in. 

.. 25* 

M27 

22 in. 

• • • • 

28 * 

M21 

18 in. 

.. 26 

M30 

22 in. 

0 m 00 

30 

M23 

18 in. 

.. 26| 

M31 

22 in. 

. . 

30* 

M24 

22 in 

.. 27* 

M33 

22 in. 

. . 

31* 

M26 

22 in. 

.. 28* 

4 





Black T^vill Back Velveteens.—30 Yards 


TM34 

22 in. .. 

.. 32J 

TM43 

24 in. 


37* 

TM35 

22 in. .. 

.. 33* 

TM45 

24 in. 


38* 

TM36 

23/24 in. 

.. 34* 

TM46 

24 in. 


40 

TM39 

23/24 in. 

.. 35* 

TM47 

24 in. 


41* 

TM41 

23/24 in. 

.. 36* 

TM49 

24 in. 


4/1 


Coloured Velveteens (Plain).—25 

Yards 


CIO 

18 in. 

.. 26* 

C14 

22 in. 

• • . • 

29* 

Cll 

18 in. 

.. 26* 

C15 

22 in. 

m 0 0 • 

30* 

C12 

22 in. 

.. 27* 

C16 

22 in. 

. . . . 

31* 

C13 

22 in. 

.. 28* 

C7 

22 in. 

. . 

32 


Coloured Velveteens, Twill Back.— 

-25 Yards 


TC18 

22 in. .. 

.. 33 

TC23 

24 in. 


37* 

TC19 

22 in. 

.. 33* 

TC24 

24 in. 


38* 

TC20 

23/24 in. 

.. 34* 

TC25 

24 in. 


39* 

TC21 

23/24 in. 

.. 35* 

TC26 

24 in. 


40* 

TC22 

23/24 in. 

.. 36* 

TC27 

24 in. 


42 


Coloured Cord Velveteens.— 25 Yards 
C28 22 in.33* j C29 22 in.4/0% 
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{-Dressing Gown Cotton Velours.—40 to 50 Yards 
23f to 211 

Fancy Cotton Tartans and Blouse Checks.—40 Yards 

22\ to 26J 

A PRt CPg Cu rrent is a document showing the current prices of 
certain goods. It is not an offer to sell, but is intended as a guide 
to possible buyers. Some firms issue these documents at regular 
intervals for the information of their customers, and Prices Current 
are also reproduced in newspapers and trade journals. 


Prices Current 

Sugar-- 






London fine granulated . 

. <. Wt 

18/6 

19/- 

18/9 

19/- 

,, Tate's cubes 

,, 

23/- 

23/3 

23/3 

23/6 

Raws basis 96 c.i.f. prompt 

,, 

6/- 

6/1 1 

6/- 

6/U 

,, ,, ,, August 

• i * 

6/31 

6/31 

6/5J 

6/5J 

Raws Cent Prefer c.i f . 

>> 

9/9 

9/9 


Tallow — 






Australian and New Zealand, 






Mutton fair to good 

• i > 

22/— 

25/- 

22/- 

25/- 

Beef „ ,, 

,, 

20/6 

23/- 

20/6 

23/- 

Plate, c.i f. . 

. ,, 

20/6 

21/- 

21/- 

21/6 

Premier Jus— 

S American, c l.f . 

Oleo Stearine— 


23/6 

24/- 

23/6 

24/- 

S American, c.i.f. . 

Tapioca— 

• > * 

28/- 

28/6 

28/- 

28/6 

Flake, fine, Java 

. ,, 

25/6 

26/- 

25/6 

26/- 

Tea— 






Indian—com. to gd. com. 

. lb 

9d. 

1/2 

8d. 

1 h 

Medium to good . 

,, 

1/3 

1/9 

1/1 

1/8 

Fine to finest 

. ,, 

1/10 

3/3 

1/9 

3/- 

Ceylon—com. to gd. com 

. ,, 

lOd. 

vn 

9d. 

1 h 

Medium to good . 

,, 

1/3 

1/9 

1/1* 

1/8 

Fine to finest 

• >» 

1/10 

2/6 

1/9 

2/6 

Java—com. to medium . 

• »> 

8d. 

1/U 

7id. 

1 /- 

Turpentine (Amer.) . 

Wool, Australian and N.Z.— 

. cwt. 

37/- 

37/6 

37/6 

38/- 

Merino greasy, av. to supr. 

. lb. 

7d. 

15M. 

8d. 

15d. 

„ scoured, av. to supr. 
Crossbred, greasy, average to 

* " 

13d. 

20d. 

13d. 

20d. 

superior .... 

• ,, 

5d. 

9d. 

5d. 

9d. 

Cape snow white 

• ” 

12d. 

14d. 

12d. 

14d. 

An Order is a request to supply specified goods at the prices and 
on the terms agreed. An Order may take the form of a commercial 
letter, or a special form may be used similar to the example given 

on page 22. 
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ORDER FORM 
Albert Ward & Sons 

Telephone: 

1926. 

Telegrams: Park Street. 

Wardson, Oldham. Oldham. 

10/A May , 19.. 

To Messrs. C. Tweedale & Co., 

38 Liverpool Road, 

Manchester. 

Dear Sirs, 

Please supply the undermentioned goods at your earliest 
convenience and in strict accordance with the particulars stated, 
and oblige. 

Yours faithfully, 

Albert Ward & Sons. 


1 Wilton Carpet 12' x 8' 

1 „ „ 9' x 7'10' 

1 Bordered Axminster 12' x 10' 

1 „ 9' x rer 


£ s. d. 
@ 6 10 0 
@526 
@ 12 15 0 
@ 4 17 6 


^^ender^qrJEsij^ate is an offer to supply goods or carry out 
certain work at stated prices. A Tender or Estimate is generally 
submitted in response to an advertisement, or at the request of 
the person requiring the goods or service. 

The following is a specimen of a Tender— 

63 Parkfield Square, 

Wm. VEjjUTY, Esq., Halifax, ^ 

8 Ripponden Road, 

Sowerby Bridge. 

Dear Sir, 

re 28 Sparrow Street. 

I am prepared to undertake the work set forth in the specification 
re the above, and to complete the work to the satisfaction of your 
architect and surveyor for the sum of Forty-six Pounds. 

Trusting to be favoured with your instructions, 

I am, 

Yours faithfully, 

Robert Tuixock. 
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A Firm Offer is one in which a person makes a definite oiler 
of goods at a specified price, which offer he undertakes to hold 
open for acceptance until a specified time. If the offer is not ac¬ 
cepted within the time stated, it is understood to be withdrawn. 

Firm Offer 

We beg to offer you firm, subject to reply by 3 p.m. to-morrow, 
20 cases Patras, sample of which we sent you yesterday. Courant. 

An Invoice is a detailed account for goods sold, rendered by the 
seller to the buyer, giving particulars of quantity and price. 


Specimen Invoice 


Mr . Ralph Perkins , 

Wolverhampton . 


St. Paul’s Churchyard, 

London, E.C.4, 

3rd June , 19.. 


Bought of ROPER & REYNOLDS 

Cheques should be crossed " Provincial Bank.” 

Terms : 2J% One Month. 


Sateen Down Quilts 6x4 

16/9 

3 

7 

0 

>> ii „ 6x5 

29/9 

2 

19 

6 

prs. Linen Pillow Cases 20 x 30 

8/6 

2 

11 

0 

ii ii »i ii 22 x 32 

10/6 

3 

3 

0 

doz. Huckaback Towels 23 x 45 

9/0 

1 

16 

0 

„ Linen Huck „ 24 x 40 

12/6 

1 

5 

0 



15 

1 

6 

Canvas 



2 



£ 

15 

i 

3 

6 

Per L. M. & S. Ry. 



i 

’ 

Can. Pd. 
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A Credi t Note is a document sent to the buyer by the seller in 
cases where an allowance is made on account of {a) the return of 
the goods or part of them ; ( b ) the return of empty cases or packing 
materials which have been charged; or (c) an agreed upon allowance 
for shorts, damages, etc. It is usually printed m red ink to distin¬ 
guish it easily from an invoice. 

Credit Note 

St. Paul’s Churchyard, 

London, E.C.4, 

6 th June. 19.. 

Mr. Ralph Perkins , 

Wolverhampton. 

Cr. in Account with ROPER & REYNOLDS. 


By one pair Linen Sheets 2 x 3J ret’d. 


£1 10 0 


Statement No. 1 

St. Paul’s Churchyard, 

London, E.C.4, 

15/ July . 19.. 

Mr. Ralph Perkins . 

Dr. to ROPER & REYNOLDS. 

Folio 863 Terms : 2J % one month. 



1 

i 


i 

s. 

d. 

June 

3 To Goods 

i i 
j 


15 

3 

6 


9 

57 t* tt 



8 

5 

3 

>> 

14 

* * a it 




10 

7 

7 

tt 

22 „ „ 

; 



32 

6 

0 


28 „ „ 

1 

■ 

• 



8 

3 

0 


Cr. 





74 

5 

4 

June 

6 ; By Returns 


1 

10 

0 




99 

22 „ Allowance 

i 


* 

8 

o 

1 

18 

0 

i 

i 


, 

! 



72 

7 ' 

1 } 

1 

4 





Statement No. 


©O'* 


Q 

PS 

< 

> 

X 

o 

PS 

p 

s 

u 


p 

p 

£ 

c/5 


a 


-*N 

CN 


W 

2 

PS 

w 

H 


§■5 

«i 8 v 

w § 8 
3 § « 
*5 8i q 

^ . > 
ft} * * 


<N 


CD CM - 
0'S * 


8 

8 


fc> 

5 


CO 

Q 

h4 

O 

55 

P* 

W 

2 


ID 00 O CN 00 
°0 i •—i CO 


tf 

• s 

e Ph 

is 

I * 


X CO fs O O 


CO id r* CD CO 


to 

•5 

1 ^ 

U) 

1 


© 

o 

a. 


-: 

•§. 


! £ 

| 


h 


•ssss 


i ! 


3—(*48i) 


July 1 1 To balance due 
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A Debit Note is an account, in the form of an invoice, which 
may be sent by the seller to the buyer. It is used, for example, 
in cases where some mistake has been made in an invoice, such as 
goods charged at 1/- per yard instead of 1/3. A Debit Note might 
also be forwarded by the buyer should he return part of the goods 
as unsuitable, in which case it would not be necessary for the seller 
to make out a Credit Note, if the amount charged by the buyer was 
correct. 

A Statement is an account rendered by the creditor to the debtor, 
showing the amount owing at a fixed date. It may take the form 
of a copy of the Ledger Account of the seller (see page 25), or the 
debit items may be charged, and the credit items deducted, as shown 
in specimen No. 1 (p. 24). 

The following simple transaction will illustrate the use of several 
of the commercial documents already referred to. 

Summary. —Mr. G. Atkinson of Buxton writes to Messrs. Howland 
& Hicks of Derby, asking whether they have a second-hand 
garden roller for sale. The firm reply stating that they have 
three, any one of which they will be glad to forward for inspection. 
Mr. Atkinson instructs them by telegraph to forward one of the 
rollers. This is done, the Consignment Note and Invoice being 
made out as shown. The roller is found suitable for the purpose 
required, and payment is made by means of a Money Order, the 
transaction being closed by a formal receipt being forwarded by 
the sellers. 


Riverside Cottage, 

Buxton, 

8 th August , 19.. 

Messrs. Howland & Hicks. 

Stafford Road, 

Derby. 

Dear Sirs, 

I am in want of a small garden roller, weighing up to say 2 cwt. 
Do you happen to have a good second-hand one in stock, and if 
so, at what price can you offer it ? 

Awaiting your reply, 

I am. 

Yours faithfully, 

G. Atkinson. 
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Stafford Road, 

Derby, 

9th August, 19.. 

Mr. G. Atkinson, 

Riverside Cottage, 

Buxton. 

Dear Sir, 

Replying to your enquiry we beg to say that we have three 
rollers in stock, the particulars of which are as follows, viz.— 

One Connell's No. 1, 4 cwt. .. .. .. 55s. 

One Capel's " Heavyweight," 5 cwt.62s. 

One „ " Lightweight," 2\ „ .. .. 38s. 

They are all in excellent condition, and such as we can confidently 
recommend. 

We should be glad to forward one of the rollers for your inspection, 
paying carriage if you decide upon purchasing, but you to pay 
carriage one way should you find that it does not meet your 
requirements. 

Trusting to hear from you further on the matter, 

We are, 

Yours faithfully, 

Howland & Hicks. 

Telegram (see next page). 

Stafford Road, 

Derby, 

10 th August, 19.. 

Mr. G. Atkinson, 

Riverside Cottage, 

Buxton. 

Dear Sir, 

We received your telegram as follows :—" Send Capel's Light¬ 
weight Roller on approval," and now beg to advise you that we have 
forwarded the roller by L. M. & $. Railway to-day. 

At the price quoted the roller is a bargain, and we feel sure that 
you have only to see it in order to realise this. 

Yours faithfully, 

Howland & Hicks. 




^ written In the Space provided at the Back of the Form. 
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Stafford Road, 

Derby, 

10/A August , 19.. 

Mr. G. Atkinson , 

Buxton . 

Bought of HOWLAND & HICKS, 

General Dealers. 


One Second-hand CapeVs Lightweight : 

Roller, 2J cwt. ! :£1 18 0 

j ]_'_ 

Net j | 

On approval 


Riverside Cottage, 

Buxton, 

12/A August , 19.. 

Messrs. Howland & Hicks, 

Stafford Road, 

Derby. 

Dear Sirs, 

I am obliged by your promptness in forwarding the Garden 
Roller, which was delivered here this morning. 

I find that it will suit my purpose admirably, and now enclose 
money order for 38s. in payment. 

Kindly acknowledge receipt in4ue course and oblige, 

Yours faithfully. 


G. Atkinson 



CORRESPONDENCE, COMMERCIAL FORMS, ETC. 
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No. 3—D. INLAND 

MONEY ORDER REQUIRED 


No. of Order. £ 

FOR 

/ 

Payable at Derby 


s. d. 

iS o 


[Office Stamp. 


[Payment will be subject to the possession by the Postmaster of sufficient 

funds.] 


to 


Christian Name (or Initial). Surname. 

Howland & Hicks 


* If the payee of a Telegraph Money Order is a woman, the prefix " Mrs.” 
or “ Miss,” as the case may be, should be given for inclusion in the Telegram 
of Advice. 


(Sent by G. Atkinson 
Address Riverside Cottage , Buxton. 


f IMPORTANT.—The sender’s name and address are required for official 
purposes. The person presenting the Order for payment must be prepared 
to state the name of the sender. If the sender of a Telegraph Order wishes 
his name, with or without his address, to be communicated to the payee on 
delivery, this information must be paid for as a private message. See par. 
3 below. 


The Space below FOR TELEGRAPH ORDERS ONLY. 

If the order is to be telegraphed, write the words, ” By Telegraph,” across 
the Form, and fill in the further particulars asked for below. 

1. Address at which the Tele^_ 

graph Order is to be delivered. 

If to be called for at a Post Office 
write the word " Postoffice.” [In 
the latter case the sender should 
inform the payee where he must 
apply for the Order.] 

2. State here whether the Tele¬ 
graph Money Order is to be crossed 
for payment through a bank. 

Private Message. 

3. If a private message to the payee, which must not exceed twelve words, 
is to be included in the Telegram of Advice and delivered with the Order, 
write here the exact words. 



I 
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PRINCIPAL POST OFFICE CHARGES 


INLAND LETTER POST. 

Not exceeding 2 oz. . . l\d. 

For every additional 2 oz. . \d . 


PRINTED PAPERS. 

Not exceeding 2 oz.. . . J d. 

For every additional 2 oz. up to 
21b. id. 

PARCEL POST. 

Inland. 

Not exceeding— 

2 lb . 6d. I 

5 .. 9d. | 

8 „ .Is. Od. | 

11 „ .Is. 3d. 


FOREIGN AND IMPERIAL. 
Letters. 

To British Possessions generally, the 
United States of America, Egypt, 
Tangier, etc. 

for first oz., and 
Id. for each add. oz. 

' To all other places, 2 id. for the 1st 
[ oz., and lid . for each additional oz. 

! 

PRINTED PAPERS. COMMER¬ 
CIAL PAPERS, AND 
SAMPLES. 

Per 2 oz... . id. 

Minimum for Commercial Papers 2 id. 
and for Samples Id. 
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INLAND CASH ON DELIVERY FEES. 

(In addition to ordinary Parcel Post or Registered Letter rates.) 


Trade Charge not 
exceeding 
10s. 

fl 
£2 
& 

and 2d. for each additional £5, or fraction 
up to the maximum of £40. 


Fee. 


4d. 
6d. 
8d. 
lOd. 
Is. 
oi £5, 


Receipt 


No. 211 

13 th Aug., 19.. 
Received from 
G. Atkinson 


£\ 18 0 



Stafford Road, 

Derby, 

13 th August , 19.. 

No. 211 

HOWLAND & HICKS. 

Received from Mr. G. Atkinson, 


_the sum of 

One _Pound eighteen _ 

Shillings and_pence, in settlement 

of account pp. Howland & Hicks. 

£1 18 0. F. Lancaster. 


Questions 

1. Describe briefly the method of dealing with Inward Corre¬ 

spondence. 

2. What methods are there of keeping letters ? Describe any 

two with which you are acquainted. 

3. What do you understand by cross-referencing ? Give an 

example. 

4. Give a ruling of a Postage Book and make six entries therein. 
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5. For what purpose is a Petty Cash Book used ? 

6. What is meant by (1) dissecting; (2) analysing a Petty Cash 

Book ? 

7. State clearly what you understand by the “ Imprest ” system 

of petty cash. 

8. Is a Price List the same thing as a List of Prices Current ? If 

not, state the difference. 

9. Give short definitions of (1) an Order; (2) a Tender; (3) a 

Firm Offer. 

10. Give an example of a Credit and a Debit Note, and state the 

use of these in business. 

11 Make out a Statement containing six items, deducting returns, 
allowances, and discount. 

12. Write a letter to Brown & Co., of Liverpool, enclosing a Price 

List. Call attention to the good quality of the articles 
mentioned in the List, and solicit a trial order. 

13. Brown & Co., of Liverpool, in reply to the letter referred to in 

the previous question state that at the moment they are not 
in the market for the class of goods offered. They will 
keep the Price List before them and will communicate with 
you when next they are in the market. In the meantime they 
ask you to acquaint them with the movements of the market. 
Write a letter embodying the above facts. 

14. Smith & Co. write to you pointing out that there is an error 

in the Statement rendered by you. On looking into the 
matter you find that owing to an error in calculating the 
discount you have overcharged them £2 10s. Od. Make out 
a Credit Note, and write a letter apologising for the mistake, 
and informing them that the account will be credited with 
the amount overcharged. 

15. If you wanted to send £9 18s. Od. through the post, how would 

you send it ? 

16. What commission would be charged on a Money Order for 

£8 4s. 2d. ? 

17. How much would it cost to send a parcel weighing 9 lbs. 8 oz. 

from London to Manchester ? 

18. What is the poundage on each of the following Postal Orders: 

15s., 9s. 6d., 20s., 2s. 6d., 8s., 15s. 6d., 3s. ? 



CHAPTER II 

COMMERCIAL CORRESPONDENCE (CONTINUED) 

There is more in the subject of commercial correspondence than 
many business men realise, and it is no exaggeration to say that the 
average commercial student does not give sufficient time and 
attention to a study of its principles. In this chapter an endeavour 
will be made to treat of— 

(1) Requisites of good correspondence. 

(2) Preparation of correspondence. 

(3) Analysis of illustrative letters. 

Requisites of Good Correspondence. — These may be 
considered under the following heads : (a) form, ( b ) substance. 

The form of commercial letters is practically universal and is 
shown in the examples given on pages 37-39. Special mention 
may, however, be made of the " body ” of the letter and of the 
“ postscriptum.” In connection with the former, there has re¬ 
cently arisen a practice of dividing this into a great many para¬ 
graphs notwithstanding that the recognised rule in correspondence 
is to have one paragraph only when referring to one particular 
matter. Certain business men favour this idea and they put forth 
as its advantages (1) that such a letter is more attractive and there¬ 
fore more likely to be read, and (2) that when necessary, certain 
matters may be made to stand out distinctly from the rest. The 
point to be observed in this connection is that paragraphs contain¬ 
ing information relating to the same subject should be consecutive. 

In a letter dealing with many matters, each can be made distinc¬ 
tive by placing a “ heading ” (in large characters) either in the 
left-hand margin, much in the same way as is shown in a specifica¬ 
tion, or by placing such “ heading ” without the margin either at 
the left-hand side or in the middle of the paper. 

With regard to the postscriptum it was formerly not considered 
good form to attach anything to a letter after the signature had been 
appended, but nowadays it is sometimes deliberately done with the 
idea of attracting the attention of the reader to some particular 
matter. 


35 
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Substance. —In regard to substance the following matters 
must be borne in mind— 

(1) Accuracy; (2) Clearness; (3) Commercial Language; (4) 
Conciseness; (5) Courtesy; (6) Information; (7) Legibility. 

Accuracy .—The importance of accuracy in regard to all business 
matters will be patent to any reader of these pages, and need not 
therefore be dwelt upon at any length. A letter inaccurate in 
any of its particulars is practically worthless. Inaccuracy arises 
from carelessness, indifference to the importance of matters, lack 
of concentration of thought, or where there is no system in checking 
important details. 

Clearness. —By this is meant that all matter introduced in 
correspondence should be stated in such a manner as will convey 
to the reader precisely what the writer intended to convey. Any 
expression capable of double or doubtful meaning should be avoided. 

The use of short sentences is an undoubted aid in the attainment 
of clear expression. 

Commercial Language. —This embodies a ready acquaintance 
with the phraseology used in business, and the student of corre¬ 
spondence should spare no pains in familiarising himself with the 
terms and abbreviations to be met with in business. 

Conciseness .—A good commercial letter is one which, among 
other things, possesses the quality of being brief, so far as words are 
concerned, but comprehensible. This is precisely what concise¬ 
ness means, and will be thoroughly understood on reading the 
remarks on precis writing on page 53. 

Courtesy.-eBusiness men should at all times be courteous, par¬ 
ticularly when asking favours, making recommendations, offering 
condolences, etc. • 

Information. —Information is the kernel of anj^letter. It is 
specially mentioned here in order to point out howuiecessary 
it is to think seriously of the matter to be written before (^knitting 
it to paper. Not only should it be such as will give the reader what 
the writer wishes to convey, but it should be couched in such a 
manner that it will be at once telling and to the point. It is a 
notorious fact that many persons who write letters find that, after 
they have written them, they have not stated precisely that which 
they intended to convey, hence a due consideration of all facts 
intended to be embodied in correspondence should be recognised 
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as one of the first factors in the compilation of any commercial 
letter. 

Legibility .—With the almost universal use of the typewriter, 
legibility is practically assured for commercial letters. It is merely 
mentioned here as a principle. 

Preparation of Correspondence. —In preparing correspond¬ 
ence the first essential will be to obtain all the information which 
is required to be put in the letter, statement, etc. This may, and 
often does, necessitate numerous inquiries, but when obtained it 
should be arranged in such a way that on dictation to a shorthand- 
typist nothing will be omitted, and everything will be in its proper 
sequence. 

As previously mentioned, information relating to one matter 
should, as far as possible, be put in one paragraph, and the dictator 
should bear this in mind and not leave it for the typist to arrange. 

In dictating, as well as in transcribing, the points mentioned 
above, in “ requisites of good correspondence/' should be observed. 

Analysis of Illustrative Letters.— The student is advised 
carefully to observe the two following letters. The first is an 
average business letter, and special attention is directed to the 
particulars noted in the left-hand margin. These give the name 
attached to each section of the letter. 

The second letter is one which illustrates the practice referred 
to on page 35, as to extensive paragraphing. 


Heading. 


294, Dale Street, 

Manchester, 

2 nd July , 19.. 


Address. Messrs. Oldham & Co., 

34, Drake Street, Halifax. 

Salutation. Dear Sirs, 

As requested in your letter of the 1st July, 
we have pleasure in handing you our lowest 
prices, which we trust will induce you to favour 
us with your valued orders. 

The recent advance in the prices of raw 
materials has compelled us to make a slight 
increase on the prices charged for the same 
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Body. 


Complimentary 

Close 

or Terminal 

Salutation. 

Signature. 


qualities previously supplied to you. We fear 
that, in the course of the next fortnight, there 
will be a further increase all round, owing to 
the above-mentioned cause, which increase is 
likely to be accentuated by a report current 
on 'Change to-day as to the heavy speculative 
operations in cotton in New York. May we 
suggest, therefore, that you take advantage of 
our offer which, under the circumstances, may 
be termed exceptional. 

We have a few stock lots (indicated on the 
list) which we are rapidly clearing. These we 
can offer at former prices, subject to reply by 
return of post. 

Awaiting your further favours, 

We are, 

Respectfully yours, 

For Orlando & Co., Ltd. 

G. K. B. 


Enclo. 


Messrs. J. Timperley & Co., 
Antwerp. 


375, Tib Street, . 

Liverpool, 

1th July , 19.. 


Dear Sirs. 

We have your esteemed letter/of the 2nd July, and thank you 
for the order contained therein for ten bales of cotton. Within 
the next week you may expect to hear that we have executed 
delivery. 

The parcels will consist of several lots o£ different qualities, but 
we are afraid prices will run slightly higheWhan your limit, as there 
is a feeling that such ^prices as have hitherto been ruling cannot 
continue, and traders? are anxiously securing a sufficiency of raw 
material to covei^the next three months. 
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A large number of orders has arrived from the Continent, and 
many of them, we believe, Without any limit. 

We are pleased to see that our Market Reports, which we have 
been forwarding to you for some considerable time, have been 
of value, and we shall therefore continue to send them. Mean¬ 
time, we trust to be honoured with a continuance of your valued 
orders, assuring you at all times that your confidence in us is not 
misplaced. 

Your specific directions regarding the insurance shall duly 
receive our attention, although we must confess that your opinion 
of Underwriters on this side is very severe. We believe that, 
somewhat naturally, they are keen in regard to the enquiries they 
make, due, we are afraid, to heavy losses in past years, but it is 
recognised that once a case is clearly established, there is always 
promptness in paying for losses. 

Yours faithfully, 

James Lightburne, Ghent & Co. 

Divisions of a Business Letter. —From the first of these letters 
it will be noticed that the following are the divisions— 

1. Heading (address of writer, date, etc.). 

2. Inside Address (i.e. name and address of addressee). 

3. Salutation. 

4. Body of the letter. 

5. Complimentary close, or subscription. 

6. Signature. 

The heading includes the address of the writer and the date of 
writing the letter, which occupy a position at the right-hand side 
of the notepaper heading. The name of the person or firm sending 
the letter is usually printed across the top of the paper, together 
with telegraphic address, telephone number, etc. If this is not so, 
it is not usual to write the name of the sender as part of the heading. 

The heading should be carefully punctuated. Some people prefer 
a comma after the number of the street or road, as shown in the 
examples, but this is by no means common. The date should be 
written in the order of day, month, year. There is no need for an 
“ abbreviation dot ” after the day; “ 2nd ” can hardly be said to 
be an abbreviation of “ second." 

The inside address consists of the name, title, and address of the 
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person or firm to whom the letter is written : the addressee. Next 
comes the salutation, which may take the form of Sir or Sirs, 
Dear Sir, Dear Madam , Dear Sirs, Gentlemen, etc. Mention has 
been made of the body of the letter, which is naturally its most 
important part. The complimentary close, or subscription, is the 
phrase used immediately afterwards, to express the feelings of 
regard or respect. Care should be taken to see that the personal 
pronoun —I or we —used in the letter agrees in number with the 
signature. The signature, unless written by the principal of the 
business, must always be followed by the name or initials of the 
person who is responsible for the letter. A person to whom author¬ 
ity has been given to sign documents on behalf of another person or 
firm is said to have Power of Attorney, or to sign per procurationem 
(per pro.). He should prefix to the name of the person or firm for 
whom he is signing the abbreviation p.p. or per pro., and sign his 
own name below. When signing for a limited company, a signature 
or initial must in all cases follow, as in the following examples— 

For The ABCD Co., Ltd., 

R. Leigh, Secretary. 

p.p. The ABCD Co., Ltd., 

G. K. B. 

Per pro. The ABCD Co., Ltd., 

R. Leigh, Secretary. 

The Writing of Letters from Brief Notes. —“Time is 
money,” and in the busy office the heads of departments are con¬ 
tinually on the look out for means by which their time spent on 
routine matters may be shortened so as to give them longer to 
devote to the more important branches of their work. The clerk 
who is ambitious will seek to find in what directions he can save 
the time of his “ chief and anything he can do in this matter 
will not be lost on his employers when an increase of salary or pro¬ 
motion is under their consideration. A shorthand-typist, for in¬ 
stance, may so learn the routine business of his department and 
keep himself alert to know -what is going on, that he can answer 
letters himself and so save the time that is usually necessary for 
the dictation and taking of shorthand notes. In any case, he 
should be able to compose his own letters from brief notes; and it 
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is to this matter of writing letters from brief notations or skeletons 
that consideration will now be given. 

All that has been said previously as to the composition of a 
business letter, will, of course, apply to the writing from brief notes 
The writer of the letter must have a thorough knowledge of the 
matter to be introduced into the letter; he must know its purpose— 
why it is being sent, and what impression it is intended to make on 
the person to whom it is written. It is not expected that the junior 
will have much responsibility in this matter, for his letter will no 
doubt have to satisfy his chief before the latter signs it and allows 
it to go out. But nothing is so annoying and such a waste of time 
as to have to re-write a letter, owing to faults found in the original 
one. 

Really to be able to write a good letter, the clerk must have, in 
addition to the information regarding the particular matter con¬ 
cerned (which will be dictated to him in the form of brief notes), 
a good knowledge of business terms and procedure. Much of this 
knowledge may be obtained from this book; much of it may be 
obtained by the clerk's " keeping his eyes and ears open " in his 
daily contact with the affairs of his firm. 

For the sake of example, we will suppose you are employed as a 
shorthand-typist by Messrs. Collard & Redsull, of Oxford Street, 
London, W.l, and have so well mastered the ordinary routine of 
your work as to open the eyes of your chief to the fact that “ you 
can be trusted." One day, therefore, he rings for you and says 
something like this: “ Just write a letter to these people " (handing 
you a circular from The Wholesale Suppliers, Ltd.), “ and mention 
these matters; just take them down in your notebook. Acknow¬ 
ledge the circular announcing the opening of a branch; say that 
their charges and terms appear generally satisfactory, and that we 
are considering commencing business with them, but as our trans¬ 
actions will probably be for large amounts we want to know whether 
they will extend the credit at full discount beyond the three months 
they mention." 

Having made a note of this, you will first read carefully through 
the circular from The Wholesale Suppliers, Ltd., and get to know 
exactly what it is all about and what your firm really wants. Then 
you can set to work to write your letter, which, when finished, may 
read somewhat in the style of the following— 
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The Wholesale Suppliers, Ltd., 
127 Market Street, 
Manchester. 


Oxford Street, 

London, W.l 

3rd May, 19.. 


Dear Sirs, 

We are in receipt of your circular letter of the 1st instant, in 
which you announce the opening of a branch house in London. 

Your statement of terms, which we have carefully examined, 
appears to be generally satisfactory, and we are considering the 
possibility of commencing business relations with you. 

In the event of our doing so, we shall, in all probability, have 
transactions to very large amounts, and we shall be pleased to 
know whether or not, in these circumstances, you will be able to 
extend the period of credit at full discount beyond the general 
three months mentioned in your circular. 

Awaiting an early reply, 

We are, Dear Sirs, 

Yours faithfully, 

CoLLARD & REDSULL. 


Exercises. —We will now work a few exercises for practice. 
Let us suppose we are employed by Messrs. Stokes & Attwood, of 
Leadenhall Street, E.C.3, and our notebook contains the following 
notes— 

4th May. The Envelope Company, Ltd., Warwick Lane, E.C.4. 
Some time ago—probably January—you could not execute order 
for 10,000 foolscap envelopes, but promised to write later, as they 
would not be ready for a few weeks. Have not heard further, so 
think matter overlooked. When can order be executed ? Specimen 
envelope enclosed, to show quality. 

Miss Belleville, Stationery Depot, Hendon, N.W.4. Apologise for 
order of 12th April being overlooked through negligence of clerk, 
who has been severely reprimanded. No complaints likely in future; 
we have done everything to prevent recurrence. We communi¬ 
cated with makers immediately, but they could not deliver for a 
month. You may expect delivery in a week. Exact writing- 
blocks being made for you. 
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Messrs. Brown & Wray, 1 Pacey Street, Brighton. Enclose 
cheque, £23 7s. 3d., in payment of statement of account. Also 
forwarding large order for goods urgently required. delivery wanted 
end of week. Packing needs particular attention. Last goods 
carelessly packed; several articles scratched, sole cause faulty 
packing. 

From these notes we may compose letters as follows. It is not 
necessary to follow the order of the notes as dictated, and the 
writer's discretion should be used so that the matters follow in 
natural sequence. 

Leadenhall Street, 

London, E.C 3 

4th May, 19. . 

The Envelope Company, Ltd., 

Warwick Lane, E.C.4 

Dear Sirs, 

Some time ago—probably in the month of January, but we can¬ 
not say precisely—you were not in a position to execute our order 
for 10,000 foolscap envelopes, but you promised to communicate 
with us later, and intimated that they would not be ready tor a few 
weeks. As we have not heard from you further, we think that the 
matter may have been overlooked, and shall be glad to learn when 
the order can be executed. 

As you may not be sure of the quality wanted, we enclose another 
specimen envelope. 

Yours faithfully, 

1 Enclo. Stokes & Attwood. 


Miss Belleville, 
Stationery Depot, 
Hendon, N.W.4 


Leadenhall Street, 

London, E.C.3 

4th May, 19.. 


Dear Madam, 

We are sorry to learn that your esteemed order of the 12th April 
has been overlooked through the negligence of one of our clerks, 
who has been severely reprimanded. 

It appears that we communicated with the makers immediately, 
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and they informed us that they could not deliver the goods for a 
month. We are now glad to say that the exact writing block is 
being made for you, and we are able to make a definite promise 
that they shall be in your hands within a week. 

You are not likely to have to make any complaint about in¬ 
attention to your orders in the future, and, assuring you of our best 
attention at all times, 

We remain, 

Yours faithfully, 

Stokes & Attwood. 


Messrs. Brown & Wray, 
1 Pacey Street, 
Brighton. 


Leadenhall Street, 

London, E.C.3 

4 th May , 19.. 


Dear Sirs, 

We are obliged for your statement of account, and have now 
pleasure in enclosing cheque value £23 7s. 3d. in payment. Kindly 
acknowledge receipt at your earliest convenience. 

We are also forwarding a further large order for goods which are 
most urgently required, and shall be glad to hear that we may 
expect delivery at the end of the present week at the latest. 

Please pay particular attention to the packing, so that the goods 
will not be damaged in transit. It is with much regret that we have 
to inform you that the last goods received from you were carelessly 
packed. Several of the articles were slightly scratched and tom, 
the sole cause being faulty packing. 


Enclos. 


We are, 

Yours faithfully, 

Stokes & Attwood. 


Questions 

What are the requisites of good correspondence ? 

*2. Write a short essay on Correspondence, 

3. Write a letter from Brown & Co., London, to Smith & Co., 
Liverpool, stating that a package of samples marked 
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A. B. & Co., Bombay, and valued at £20, shipped in August, 
19.., had not been delivered to the consignees. Claim 
value of the sample and point out the serious loss you have 
sustained owing to the non-delivery of this package, as it 
contains samples upon which orders would have been 
placed. 

4. Write to Jeffrey & Co., of Oldham, informing them that you 
have received information from the plantation that owing to 
recent heavy rains cotton is in a poor state of growth. You 
are, however, in a position to supply them with a small 
shipment of 100 bales on very advantageous terms, namely, 
6|d. per lb. c.i.f., Liverpool. Point out that the price is 
very low and express the hope that business will result. 

5 Write to Mann & Co., Leicester, expressing regret that you 
have not been able to deliver certain goods on order owing 
to the strike. Mention the probable date of delivery. 

6. Henry Wilson, of 99 High Street, Blanktown, consults you with 

reference to his financial position, and you have advised him 
to call together his creditors. Draft the letter you would 
send the creditors calling the meeting. 

7. Explain how you would deal with the morning mail of a large 

firm with numerous correspondents. 

8. Write a letter from W. Martin, of Ivydale House, Warwick 

Road, Leamington, to Simpson & Watt, Contractors, Derby 
Road, Birmingham, requesting them to send an authorised 
representative to discuss certain alterations and improvements 
which Mr. Martin contemplates making in his house and 
grounds. 

9. Write a suitable reply to the above letter, asking what day 

and hour will be most convenient, and suggesting Wednesday 
next at 10.30 a.m. 

10. Write a reply from Mr. Martin agreeing to an appointment 

at the time suggested. 

11. Make up a letter from the following notes— 

(Mr. X-has applied for an agency.) 

Acknowledge letter. No agency in district. Willing to 
appoint. No salary for three months. 10 per cent on sales. 
If regular sales exceed £20 per week, salary £5. Samples 
to be forwarded. 
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12. Write a letter from the following notes, using any address: 

Acknowledging receipt of letter—will attend at office at 
certain time—hope interview will lead to business. 

13. Write to Messrs. Da we & Sons, asking whether they have a 

vacancy for a correspondence clerk, and stating your quali¬ 
fications and experience. 

14. Give a suggested letter of reply from Messrs. Dawe & Sons. 



CHAPTER III 

DRAFTING CIRCULARS—DRAWING UP REPORTS—PRECIS WRITING— 

DUPLICATING 

Objects. —There is a large number of commercial documents, 
varying in form, the main object of which is to notify or advertise. 
These are generally termed circulars from the fact that they are 
usually delivered to a wide circle of traders and others. 

Circulars are extensively used in connection with the following 
among other matters:—Changes of address; appointment of 
representatives, agents, etc.; changes in the constitution of a 
firm such as withdrawal of a partner or admission of a new partner ; 
establishment or extension of a business; opening branch houses, 
etc. ; amalgamation, etc.; but mainly for offers of goods and 
services, etc. 

Form. —The forms of circulars are nearly as varied as the 
information they contain, but the following are those most 
commonly met with :—Single and also folding cards, single sheets, 
double sheets, booklets with or without accompanying letters, 
and even books of large size and often of the most tasteful 
designs. 

Contents. —As the object of circulars is to advertise, it will be 
found that the contents are such as will tend to influence sensibly 
those for whom they are intended. The language—as in any 
other form of advertisement—is couched in an attractive and 
telling fashion, whilst the illustrative work—and this is a prominent 
feature of modern advertising—is specially prepared so that it 
may readily catch the eye. The descriptive matter, whilst often 
consisting of plain business statements is often florid and 
sentimental in style, as witness the following which appeared in 
connection with an advertisement for a musical " piano-player "— 

"The silent piano is one of the small tragedies of a home. 
It tells of unsatisfied hunger for the refining influence and pure 
joy of music—the highest of the arts. There are lovers of music 
in every home, but no one to call forth the magic of the silent 
strings." 
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The letterpress description, together with illustrations, naturally 
form the most important part of any circular, but accompanying 
these are often to be found, in regard to the offer of certain classes 
of goods at least, copies of testimonials, opinions of eminent men, 
press opinions, etc. 

Form Letter. —In connection with circulars may be mentioned 
what is known as a 44 form " letter. This is a somewhat modern 
invention. It is essentially a circular, thousands of copies of the 
same letter being forwarded at the same period. In appearance, 
it very much resembles an original letter. It is printed, but the 
impression produced is as near as possible to that made by a 
typewriter, and the greatest skill is exercised in making the name 
of the intended recipient to appear as a part of the letter. It is 
not, however, printed with the body of the letter, but is added 
afterwards as required. 

Drafting. —The advice to be given in connection with drafting 
circulars is that to be found under the heading of “ Drawing up 
reports/' with this reservation, that as a circular is intended to be 
an advertisement, it must be so framed that it will attract, that it 
will speak for itself, that it will 44 tell " (and to 44 tell " in modern 
business language means to 44 impress "), that it will convince. 
If it is attractive it will be read ; if it speaks for itself, that is, if it 
tells a plain story, it will be understood ; if it 44 tells," it will 
be considered; if it is convincing, it will have performed its task, 
for that is the art of advertising. No further remark need be 
made on this subject beyond stating that in the preparation of any 
particular form of circular the particular circumstances attendant on 
it must be specially considered in addition to the general information 
on circulars given here. 

Drawing up Reports. —From time to time reports are issued 
by commercial houses on a variety of matters affectingtheir interests. 
In the main, they may be divided into two classes, viz.— 

{a) Reports issued to customers, clients and the public. 

(6) Reports issued to persons immediately connected with the 
firm, e.g. t shareholders, agents and other representatives, 
employees, etc. 

Preparation. —A report should be framed on an organised 
basis. It is not a mere statement of facts or figures or both, put 
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down in haphazard fashion. Much care and attention are required 
in its preparation if it is to be of real use. In particular, attention 
should be paid to the following— 

The facts. 

The arrangement. 

The language. 

A report is useless unless the facts be beyond question, but the 
particular point to be observed in this connection is that all data 
should be carefully checked before being published. 

The arrangement is very material to the successful preparation 
of a report. As in the preparation of letters, the facts should be 
marshalled, that is, all matters similar in character should be 
grouped, so that no part of a subject need be introduced into more 
than one paragraph. To facilitate this, “ headings,” suggestive 
of the matters under consideration, should first be drafted, and 
from these “ headings/' the complete report will be made, the 
collected facts being introduced as the report proceeds. Attention 
should be directed to the relative position of each set of facts, and 
the order of these will be determined by the particular nature of 
the report. The reader is advised to obtain copies of actual reports, 
and observe for himself whether they have been constructed upon 
an organised basis. 

An example of the use of “ headings" in connection with 
reports will be found on the next page. This is a very simple 
illustration of a report built up from headings, but the principle 
will hold good for every conceivable class of report. 

Language Employed. —The language in reports of all kinds 
should be of the simplest character, so as to be readily understood 
by anyone, but whilst this should be borne in mind it will be found 
in practice that there is in certain reports, a considerable use 
of phrases peculiar to certain businesses which, though well 
understood by those for whom the reports are generally intended, 
appear somewhat foreign to the lay mind. Experience proves, 
too, that it is not always wise to depart materially from the stereo¬ 
typed phrasing of a particular kind of report, but diversion is 
sometimes necessary in order to make a more attractive statement 
and to maintain the demand for such reports where a demand is 
desirable, as in the case of market reports. 
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Report of the North East Cheshire Trading Company, 

Limited 

on the year ending 31st March, 19.. 

Headings. Text. 

Report of the Dilectors to be submitted to the 
second Ordinary General Meeting of the Company, to 
be held at the General Offices, 2827, Market Street, 
Manchester, on Thursday, 11th May, 19.at 4 o’clock 
in the afternoon. 

Introduction. The Directors, in submitting their third Annual 

Report, together with the accounts for the year ending 
31st March, 19.., regret to announce a loss for the 
period named, after having made the usual allowance 
lor depreciation, etc., of ^1,067. This is mainly due to 
the scarcity and consequent high price of raw materials 
which has continued for the past fifteen months. 
There is, however, every sign that in the near future 
other sources of supply of the necessary raw material 
will be opened, and further, the new season's crop 
promises well. Manufacturers confidently believe, 
therefore, that a material fall in prices will be shortly 
announced by the market. 

Alterations. Extensive alterations and additions are being made 

to the Company's factories, the effect of which will be 
' to give increased production at practically the same 
cost as heretofore, and to make for increased efficiency 
in the forwarding department. 

Extension of During the past year the Company has opened its 

the Company’s own house at Hong Kong, and the results already 
Operations. prove the justification of such a course. 

1 Since the date of the last report, agents have been 
appointed at Buenos Ayres, Chicago, Constantinople, 
Capetown, and Melbourne. 

Directorate Mr. J. Schafenburg, a Director of the Company since 

Changes. its incorporation, has, owing to ill-health, retired from 

the Board. His regrettable retirement, though under 
the circumstances not unexpected, will be a distinct 
loss to the Company. To fill the vacancy thus created, 
i the Directors have, in accordance with article 122 of 
i the Articles of Association, elected Mr. Josiah 
Babbicombe as a Director of the Company. 

Directors to The retiring Directors, Messrs. A. K. Williamson and 

Retire. Henry Molecole, are eligible and offer themselves for 

re-election. 

Auditors. The Auditors, Messrs. Truecheck & Co., of 911, Dale 

j Street, Manchester, offer themselves for re-election. 

I No nomination has been handed to the Company under 
! Section 132 of the Companies Act, 1929. 

{ The Auditors’ Report is appended. 

A copy of the Profit and Loss Account and of the 

Accounts. Balance Sheet accompanies this report. 

J. Truelovb, Chairman. 

T. Hardworx, Secretary. 
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Limitations of space permit of only the following additional 
example of a report, but the reader is recommended to obtain and 
inspect copies of Market Reports of all descriptions, Annual Reports 
of Public Bodies, trading and otherwise, Parliamentary, Municipal 
and Consular Reports, etc.; and to note particularly in each case 
the phraseology employed and the general information given. 

Manchester, 

21s/ October, 19.. 

Market Report 

Cotton. — During the week under review the Cotton Market 
further gained 9 to 10 points; after a slight reaction yesterday, 
caused by the limited Spot enquiry, the net advance is 6 to 8 points. 

The feeling is quieter but the undertone is sustained by the fears 
of frosts and storms in the “ Cotton Belt,” and also by the con¬ 
tinued independent attitude of holders of Cotton in America, who 
are demanding prohibitive prices. 

The closing price of current month last night was 17.25, mid spot 
being 17.47. 

The Cotton Market closed with near positions 3J points down, 
distant 1 to 3 down. October 17.21 J. Middling spot 17.40. Sales 
8,000 bales. 

Cloth. —The high level of prices makes Cloth business very 
difficult, and there is little disposition shown to operate in goods 
of any kind, in advance of requirements, at current rates. Enquiry 
has kept up fairly well,but the turnover has been most disappointing, 
and the market generally is a difficult one to do business in. 

Foreign Trade. —China shows little life ; ordinary and standard 
makes of staples continue to be entirely neglected. Isolated sales 
of Fancies are reported, but beyond this, business with that 
market may be regarded as practically at a standstill. 

India furnishes a fair enquiry but trade is to some extent inter¬ 
fered with through holidays which extend well into next week. 
Calcutta is quiet but Bombay shows signs of promise, offers being 
much nearer to business than for some time past. Japan maintains 
a very passive attitude and the frade for the Straits and Java is 
not of much moment owing to the deficiency of offers. Rangoon 
is doing something in Fancies but the smaller outlets generally are 
operating sparingly. 
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The South American markets although promising are not so active 
as a few weeks back and only small transactions can be arranged. 

Home Trade. —In the Home Trade a fairly good business 
continues to be done and the improved tone is well maintained. 

Bank Rate. —The Bank Rate was further advanced to-day 
to 4%. 

Yours very truly, 

R. Thanket & Co., Ltd. 

Condensing Letters into Telegrams. —In some business 
houses, it is frequently found necessary to telegraph somewhat 
lengthy particulars to customers and others, and this necessitates 
in the person despatching the telegrams, the ability so to prepare 
them that they will contain the fewest possible words consonant 
with clear meaning. This, of course, is done to reduce the cost. 
A person well versed in the art of pr6cis writing should have no 
difficulty in such a matter, and the student is therefore recommended 
to read the remarks on precis writing in this work. Briefly stated, 
in the preparation of telegrams from lengthy matter of any des¬ 
cription the following points should be observed, (1) omit all 
superfluous and unnecessary words, leaving only the bare 
facts but the facts, (2) assemble the facts thus constituted in 
unmistakable language and thus complete the telegram. 

Example— 

The following letter requires to be condensed into the form of a 
telegram— 

Your letter of the 6th inst. to hand, but we regret we cannot 
execute at the prices named, on account of the rise in the prices 
of raw materials. As, however, this is a special case, we will 
accept the following prices, viz.— 


J .36/- 

K .38/- 


subject to immediate reply by wire. 

The telegram would read as under— 


Market 

considerably 

advanced 

absolute 

limits 


to 

immediate 

wire 

j 

36/- 

K 

38/. 
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Precis Writing as used in Commerce. —Precis writing gives 
an invaluable training to the person who may practise or use it, 
and it is of great value as a time-saver, especially to persons engaged 
in the higher branches of commercial life. Properly developed, 
the practice of the art will 

(a) Develop powers of concentration ; 

(b) Create and develop the ability to condense excessive matter; 

(c) Inculcate precision, conciseness and lucidity, especially in 

description ; and thus 

(d) Create the power to differentiate between the important and 

the unimportant. 

Commercial Uses. —It is used in condensing information which 
is required to be forwarded by telegraph, cable, etc.; docketing or 
indexing correspondence and other documents for filing and other 
purposes; summarising the contents of a series of letters, etc., on any 
particular subject; summarising lengthy reports, newspaper arti¬ 
cles, deeds of title, powers of attorney, agreements and other com¬ 
mercial documents; in the preparation of resolutions for meetings 
and in presenting the substance of lengthy statements to Boards of 
Directors, Councils and similar bodies. 

What Precis Writing is. —Precis writing is the art of condensing 
or summarising lengthy statements, letters, etc., the condensation 
or summary thereby produced containing the essence of the original 
matter, all unnecessary matter being omitted. A precis must be 
complete and clear in meaning, and whilst it should be as far as 
possible in narrative form, instances of precis consisting of a series 
of disjointed sentences may frequently be met with in business. 
In either case the facts should generally follow in similar order 
to the sequence in the original matter. 

Requirements in the production of a Precis.— The ability 
to produce a good precis demands the following— 

1. A knowledge of the characteristics of language. 

2. Concentration of thought. 

3. A quick exercise of discrimination and judgment. 

4. Method. 

5. Practice. 

It is recognised that most written matter, even of a business 
character, abounds in a superfluity of language, and this no doubt 
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is the cause of the more or less modem practice of some newspapers 
having a summary of news column, headed “ In a few lines.” 
The following characteristics of language may be noted— 

Tautology .—A tautological expression is one containing a repeti¬ 
tion of the same words or of words conveying the same meaning. 
Example:— “ His policy is a wavering and unsettled one.” 
“ Wavering ” and “ unsettled ” conveying the same meaning, it 
is not necessary to use both words. 

Pleonasm .—Pleonasm exists where there are more words in a 
sentence than are necessary to convey the sense required, though 
such words may not be tautological. Example:—" The company's 
shares are quoted at 104, being 4 above par.” The sense of the 
information would be sufficiently conveyed by simply saying, 
“ The company's shares are quoted at 104,” as any business man 
would know that such a figure is “ 4 above par.” 

Periphrasis or Circumlocution is a roundabout way of expressing 
a statement. 

Verbosity and Ornament explain themselves. 

Method in Producing a Precis. —All matter of which it is 
desired to make a precis should be carefully read, the idea being 
to obtain the general purport of what the writer intends to convey, 
A second reading should readily reveal the important points and 
these should be underlined, whilst totally unimportant matter 
should be enclosed in a closed curve. The important matters 
thus indicated will form in themselves a precis which again may be 
capable of condensation. Another plan is to take a sentence, 
series of sentences or paragraph, and write down the sense indicated 
therein in the briefest manner. In any plan of condensation, 
the aim will be to delete tautological and other expressions above 
mentioned, leaving only the bare facts, from which a connected 
narrative can be outlined. There is no necessity to use in the 
precis the same words as are in the original, except in the case of 
certain necessary facts, statistics, etc. It is the sense that is 
required. After considerable practice, many persons are capable of 
making a precis of lengthy statements, without notes, the process 
being to read and study the matter until it is thoroughly understood. 
Needless to say, ability in this direction can be acquired only by 
absolute concentration of thought, and as mentioned above — by 
practice. Whilst recommending generally that all precis should 
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be prepared in accordance with the above-mentioned suggestions, 
it is well to bear in mind that the use of shortened though disjointed 
sentences will often serve as a precis in a business house. This is 
specially mentioned for the reason that the production of a con¬ 
densation or precis should never be made in any degree a laborious 
duty in the office. 

Precis of Correspondence. —A little reiteration of what has 
already been said with regard to the making of a precis of a series 
of letters will not be out of place here, before we give an example 
of such a precis. In the first place, it cannot too carefully be borne 
in mind that only the important points must be included in the 
precis. If the correspondence has been carried on by two persons 
only, the order of events will generally be the order of the letters. 
There will be a series of letters from one person followed by the 
replies from the other. The precis must follow the order of events. 
The London Chamber of Commerce gives the following instructions 
to candidates for precis certificates— 

“ The object of the precis is to enable anyone reading it to be put 
into possession, in the smallest space of time, of the essential points 
of the subject to which the documents refer. The characteristics 
of a good precis accordingly are (a) the inclusion of all that is im¬ 
portant and the exclusion of all that is unimportant in the corres¬ 
pondence, (d) the expression of this in a consecutive story as clearly 
as possible and as briefly as is compatible with distinctness.” 

We will now give an example of a precis of the following short 
series of letters. The student should go carefully through the precis 
with the original letters, and note the methods of cutting down, etc. 
When once a precis has been prepared, it is very useful practice to 
re-write full letters from it, afterwards comparing with the originals. 
It is a great point in his favour if a shorthand-typist can compose 
a good letter from very brief notes: itj£ saves both his principal’s and 
his own time. Instructions on letter-writing have been given in 
earlier chapters, so that it is not necessary here to say more on this 
matter. 

Example— 

On behalf of Messrs. Green & Brown, Ltd., make a precis of the 
following correspondence with The White Manufacturing Co., Ltd.— 

{1} Letter from Messrs. Green & Brown , Ltd., to The White Manu¬ 
facturing Co., Ltd., dated Is* May . 
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Gentlemen, 

We are writing to ask if you can kindly allow us a discount of 
10% on our account. We have received 5% for many years now, 
and although our payments to you have more than doubled within 
the last five years, you are still granting us the same terms of pay¬ 
ment as when we first opened our account with you. 

Other firms with which we are acquainted grant a higher rate of 
discount, and we trust you will see your way to meet our wishes in 
this respect. 

Yours faithfully, 

(2) Reply from The White Manufacturing Co., Ltd., dated 3rd 
May. 

Dear Sirs, 

We have carefully considered the question raised in your letter of 
the 1st instant, namely, that we should grant you a discount of 
10 %. 

We regret to say that we do not at present see our way to offer 
you more than the 5% you now receive. We may, however, add 
that should your account with us reach the sum of £1,000 a year, we 
shall be pleased to increase the discount allowed you to 7£%; while, 
if the account should reach £2,000 a year, we should then be able to 
raise the discount to 10%. 

We would remind you that yours is a six months’ account, and we 
think you will agree that this is long credit. 

Respectfully yours, 

(3) Letter to The White Manufacturing Co., dated 5th May. 
Gentlemen, 

We are in receipt of your letter of the 3rd instant, for which we 
thank you. We regret, however, that you do not see your way at 
present toJahjn withjpur wishes as to the increasing of the discount 
allowed us. 

May we make a further suggestion ? It is that you grant us 10% 
discount, but shorten the length of credit to four months. 

We hope you will be able to meet us in this matter, and remain, 

Yours faithfully. 
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(4) Reply from The White Manufacturing Co ., dated 8th May. 
Dear Sirs, 

We have given further consideration to the matter of terms, and 
in particular to the suggestion contained in your letter of the 5th 
instant that our terms should be 10% four months. This sug¬ 
gestion we will agree to, provided that the payment you make us 
monthly is £75 or over; under £75 we will allow you 7$%. 

Respectfully yours, 

Notes. —The above is quite a simple and short correspondence. 
There is no third party introduced, so that the precis should present 
no difficulty. As the precis is to be made for Messrs. Green 8c 
Brown, Ltd., there will be no need to mention this firm's name; 
if the precis was for general use, both firms would, of course, be 
mentioned in the narrative. 

The main facts of the above correspondence, as disclosed by the 
reading, may be set down as under— 

We wrote The White Manufacturing Co., Ltd., on the 1st May, 
asking for discount of 10% instead of the 5% we had received for 
many years, pointing out that our payments to them had more 
than doubled, and that other firms allowed higher discounts. They 
replied, under date 3rd May, that they could not change the dis¬ 
count unless we did £1,000 a year with them, when they would 
allow 7£%; if our account reached £2,000 they would allow 10%. 
They pointed out that ours was a six months’ account. We wrote 
them on the 5th May, making further suggestion that our account 
be 10% four months; to which suggestion, on the 8th May, they 
agreed provided that we paid them £75 or over per month; under 
£75, they would allow 1\%. 

There, may or may not be any necessity to mention The White 
Co/s offer of 7|% discount over £1,000, etc., this depending on the 
particular purpose for which the precis is required. We will 
assume that it is necessary to mention all the terms; and the main 
points set out above may now be included in a concise narrative as 
follows— 

Precis.— On the 1st May, 19.., we wrote The White Manu¬ 
facturing Co., Ltd., asking for 10% discount instead of 5%. They 
replied on the 3rd, that, as ours was a six months' account, they 
could not grant better terfns unless we did £1,000 a year, when 

3—(*4Sf> 
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they would allow 7J%, or £2,000—10%. We wrote them on the 
5th May, suggesting 10% four months, and on the 8th they agreed 
provided we remitted £75 monthly; under £75, they would allow 

71%. 

Indexing Precis. —When a precis is required of several docu¬ 
ments bearing on the same subject, an index is often made, in order 
to facilitate reference to each document. The following is the usual 
form— 


No. of 

letter or Date, 

document. 


Names of 
Correspondents. 


Subject matter. 


Under the heading of " subject matter/’ only a very brief 
statement should be given, say, one sentence for each letter or 
document. This sentence should be in the present tense, com¬ 
mencing with a present participle. The precis proper is generally 
vyyiUenixL „ t e n se. 

Duplicating, or the taking of more than one copy of a letter or 
document, is performed by the following methods— 

Press Copying, Gelatine and Composition Processes, Carbon 
(Copying, Stencil, Lithography, Multiple Type Printing. 

Press Copying. —In addition to the somewhat old-fashioned 
copying press, there is now the machine copier, the principle of 
which is to compress the ink from the original letter on to a piece of 
thin or flimsy paper. By press copying as many as six clear copies 
can be obtained. 

Carbon Copying. —Sheets of carbon of any desired colour are 
placed between two or more sheets of paper according to the number 
of copies required, the limit being about six copies at one operation 
when ordinary carbons and paper are used. If, however, thin 
carbons and flimsy paper are used, as many as twelve copies may 
sometimes be made. Carbons should, in the case of typewritten 
documents, be semi or half-carbons, that is, with the coating only 
on one side. Memo and telegram forms in duplicate or triplicate 
are often produced by this method. • 
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Gelatine and Composition Processes. —There are several 
devices on the market on the principle of these processes. The out¬ 
fit consists of a tray or box containing a plain surface of gelatine or 
china clay composition. The matter intended to be copied should 
be written with a special ink sold with the outfit (aniline ink) on 
ordinary glazed paper. When the ink has dried naturally, no 
blotting paper being used, the paper is placed surface downwards 
on the composition, and allowed to remain there for a few minutes. 
This gives a negative impression. Copies can then be made 
by placing sheets of paper on the negative and exercising gentle 
and even pressure over the paper by a roller. The impression 
is soon made. The number of copies that can be made from one 
negative will vary with the quality of the ink and the care exercised 
in the process, but from thirty to fifty can often be obtained. In 
most gelatine processes, the negative can be washed off with a 
sponge and warm water. After much use, the surface often becomes 
uneven, in which case the gelatine should be melted, not boiled, 
and after it has cooled, a new surface will be obtained. Specific 
directions are given with each apparatus. 

Stencil Copying. —This method of copying is probably the 
most suitable process of obtaining multiplex copies of documents, 
and by it several hundred clear copies may be obtained of any 
handwritten or typewritten work. The Mimeograph, Ellam's 
Duplicator, and the many rotary machines are all on the principle 
of the stencil. In preparing hand-written stencils, the writing 
is done by a style or stylus, on specially prepared paper, which may 
be a wax sheet. This paper rests on an engraved plate and in 
the process of writing with a stylus it becomes perforated, thus 
causing a stencil. When completed, it is firmly placed in a rack 
or printing frame, beneath it being a plain piece of paper on which 
the impression is to be produced ; a uniformly inked roller is passed 
over the stencil and this forces the ink through the perforations 
on to the paper beneath, an exact copy of the original being thus 
made. Until the impression is uniform, a piece of blotting paper 
should be placed beneath the stencil, and this will take off the 
superfluous ink. The Roneo and the Gestetner Duplicators are 
used mainly for multiplying copies of typewritten matter, and the 
proprietors of these machines instruct the clerks of their clients 
in their use. 
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Lithography.— Where lithography is employed in the office, 
it is mainly for illustrative work, drawings and plans. Lithography 
is a printing from stone, which stone is somewhat porous, and which 
will rapidly absorb grease. A drawing of whatever is required 
is made upon the stone by a pen or brush with very greasy ink; 
a wet roller is then passed over the stone and this causes the parts 
not inked to become damp. It will thus come about that part 
of the stone has absorbed grease, and the other part water. A 



roller covered with ink passing over the stone will leave the ink 
on the greasy portion, and from this by pressure the copy is pro¬ 
duced on paper. Special care must be exercised in this process, 
and as copying by lithography is usually for important work, it 
should not be entrusted to untrained persons. 

Another method of taking copies of drawings or plans is by means 
of sun prints, or taking prints by electric light. 

The drawings are copied or traced by hand on to transparent 
paper or cloth called tracing paper or tracing cloth. Each drawing 
or plan is placed in a glass frame, and specially prepared sensitized 
paper is fixed at the back of it. A few minutes’ exposure to the 
sun will give the necessary impression. The copy is then toned 
in a similar manner to prints taken by the ordinary photographic 
process. Where the copy is to be made by electric light, the drawing 
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and printing paper are placed in a revolving frame or cylinder of 
glass, inside which is fixed an arc light operated automatically. 

Multiple type printing is a very popular process by which letters 
can be printed from movable types of such a character that the 
letter is scarcely distinguishable from an ordinary typewritten 
document. To make this even more effective names and addresses 
can be " matched in ”: that is, typed on the letters in the same 
colour ink, and in the same style of type as that in which the letters 
are printed. When each of these letters is signed by hand, the 
effect is to make it appear like an individualised communication. 

Questions 

1. State for what purpose Circular Letters are useful, and give 
specimens notifying the opening of a branch house. 

Write a short essay on method in “ Drawing up Reports/' 

3. Draw up a Report of a Committee on the “ Desirability of 

acquiring additional premises in consequence of the increase 
in the company’s business/’ 

4. Condense the following into a telegram— 

Your samples of paper received. Do not forward the 
twenty bales as the qualities are much inferior to those 
hitherto supplied. We could not use such qualities. It is 
better for you to re-make provided delivery is guaranteed 
by 1st May. Wire your answer so that we may communicate 
with our customers. 

5. Condense the following Market Report into a Telegram— 

Liverpool Cotton Exchange 

The Liverpool cotton market opened surprisingly strong. 
The initial rates were seven points’ rise, followed immediately 
by another six to seven points advance. The feeling was 
expressed that spinners must come in at about the present 
prices, and there seemed no one with the disposition to sell 
cotton. On the other hand, there was a marked inclination 
to get hold of cotton. There was the further help of orders 
in to buy, both from America and the continent. The after¬ 
noon market was fairly active with a tendency to ease off 
a little* The finish was ten to twelve points up on the day. 



THEORY AND PRACTICE OF COMMERCE 


62 

*6. What is Precis Writing, and what advantages are to be obtained 
by a training in the art of Precis Writing ? 

In what way is Pr6cis Writing of use in business ? 

'8. What are the chief matters to be borne in mind when making 
a precis ? 

9. Of what use is an Index in Precis Writing ? 

10. Write a precis of the following paragraph— 

For many years now commercial men have been crying 
out about the charges of the railways, and the companies in 
reply say the cost of the extensions to cope with the ever- 
increasing traffic is so great that they cannot reduce the 
charges. At the present time a Royal Commission is sitting 
and making inquiry as to whether it is possible by resus¬ 
citating the canals, to again reduce the cost of transport. 
It is too early yet to foretell the results of their labours. 
Many witnesses are confident that if the British waterways 
can be enlarged and placed in as good a condition as those 
in France, Belgium, and Germany, they will again become 
lucrative concerns for the country at large, by reducing the 
cost of transport and relieving the railroads of the bulky 
traffic by which they are at present so much troubled, on 
the principle that no one thinks of driving to the station in 
a lorry while sending bales of cotton in a hansom cab. 
Other witnesses contend that any general enlargement of 
canals would be wasted money. Probably the correct 
solution of the problem will be found in some medial 
course, and the decision of the Royal Commission will be 
awaited by all interested with considerable anxiety. 

11, Write a precis of the letter on page 37. 

12 Write a precis of the market report on page 51. 

13. Make an Index and write a precis of the following corre¬ 
spondence— 

{a) Letter from Messrs. Swann & Edwards, Burnley Road, 
Preston, to the Bradford Woollen Cloth Co., Market Street, 
Bradford. 

7th May, 19.. 

Dear Sirs, 

We have your letter of the 1st inst., with invoice for 

woollens, but regret to say the bale has not yet been 
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delivered. The delay is causing us inconvenience, and 
we shall be glad if you will communicate with the 
railway company with a view to securing immediate 
delivery. 

Yours faithfully, 

(6) Telegram from the Bradford Woollen Cloth Co. to 
Messrs. Swann & Edwards. 

8th May, 19.. 

41 Letter received matter having attention.** 

(c) Letter from the Bradford Woollen Cloth Co. to the 
Goods Manager, Yorkshire Railway Co., Bradford. 

8th May, 19.. 

Dear Sir, 

On the 1st inst. we consigned a bale of woollen goods to 
Messrs. Swann & Edwards, Burnley Road, Preston. They 
write us to say that the bale has not yet been delivered. 
Will you please make enquiries at once, with a view to 
delivery being effected. Yours faithfully. 

(d) Letter from the Goods Manager, Yorkshire Railway 
Co., to the Bradford Woollen Cloth Co. 

10th May, 19.. 

Dear Sirs, 

On enquiry I find that the bale consigned by you on 
the 1st inst, was delivered to Messrs. Swann & Edwards, 
Preston, on the 3rd inst., the delivery sheet being signed 
44 J. Smollett.'* Yours faithfully. 


(e) Letter from the Bradford Woollen Cloth Co. to Messrs. 
Swann & Edwards. 

11 tli May, 19.. 

Dear Sirs, 

Reverting to your letter of the 7th inst., the Goods 
Manager here informs us that the bale was delivered to you 
on the 3rd inst., the delivery sheet being signed 44 J. 
Smollett." 


It seems likely that the goods nave been mislaid in your 
warehouse. If this is not so, please wire us immediately, 
when we will take the matter up again with the railway 
company. Yours faithfully, 



64 


THEORY AND PRACTICE OF COMMERCE 


(/) Letter from Swann & Edwards to the Bradford Woollen 
Cloth Co. 

12th May, 19.. 

Dear Sirs, 

Replying to your letter of yesterday, we have to say 
that the signature of “ J. Smollett ” on the delivery sheet 
of the 3rd inst. was not for the bale consigned by you, but 
for a parcel consigned to us by another Bradford firm. 

The goods dispatched by you on the 1st have reached 
us this morning. We hope you will call the attention of the 
railway company to the delay, which, as we have already 
stated, has caused us a good deal of inconvenience. 

Yours faithfully, 

L c j j 

14. Describe the process of copying by means of carbons. 

15. How would you proceed (a) to press-copy a letter; (6) to 

duplicate 200 copies of the letter ? 

16. Explain the methods of obtaining fifty copies either (1) by the 

gelatine process ; (2) by means of a wax stencil. 

17. What process of duplicating would you use if you required 

3, 20, 100, and 1,000 copies of different documents ? 

18. For what purposes is lithography used in an office ? Describe 

the procedure. 



CHAPTER IV 


FILING AND INDEXING OF CORRESPONDENCE 

During recent years the filing of correspondence and other docu¬ 
ments has received marked attention at the hands of business men. 
In the old days, when competition was not the factor it is to-day, 
and when consequently margins were larger, the habits of business 
men generally were slow, and time was at a discount. To-day, 
time is money, and business men cannot afford to lose time searching 
for this or that letter or document. There is now, therefore, a 
general tendency to adopt all manner of time-saving devices, and 
in the modern office will be found the most up-to-date arrangements 
for filing and indexing correspondence, etc. It is only in the few 
offices, where the floor, the open shelf, the box, or the pigeon-hole 
systems are in vogue. The majority of offices contain the “ cabinet ” 
kept on the horizontal or vertical system. Neither system is 
new, but their full development may be said to have taken place 
only within recent years. Practically all modem systems of 
filing are on the basis of the horizontal or vertical methods, but 
the selection of one of them must rest with the persons immedi¬ 
ately concerned. Each has advantages, but the experience of the 
author of this section favours the use of the vertical method for 
general purposes. Whatever system is adopted, there are certain 
important facts to be borne in mind. There should be, where 
possible, one person having charge of the filing of all documents, 
who, though he may not file everything, will see that the system 
is worked properly and consequently that the “ file ” is always 
in proper order. No system, whatever may be claimed for it, can 
work automatically. There must be some supervision at least, 
and in the case of filing, the person in charge should see that there 
is strict adherence to the methods adopted. He it is generally who 
will determine under what headings ” the documents should 
be filed, but occasionally he will find it necessary to consult with 
those having use of the documents as to proper titles for " headings.” 

The Vertical Filing System.—T he fundamental idea is to 
bring together, in one folder, all letters to and from each corre¬ 
spondent, or referring to any given subject. To do this, copies of 
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outgoing letters are taken by carbon process on the typewriter, or 
by machine copier. Each copy is placed with the letter it answers. 
Folders are filed vertically in the cabinet drawer so that any folder 
may be taken out and put back without disturbing the others. 



Kindly lent by “ fhe Library Bureau , Ltd.” 


the most complicated correspondence, and ensures absolute accuracy 
and quickest reference. The folders containing the correspondence 
are usually of tough manilla, uniform in size and numbered con¬ 
secutively from 1 upward, in the file. The letters are placed in 
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order of date, those of latest date being in front. Every letter 
received and copy of every answer sent are marked with the number 
of that correspondent's folder, and the person who files goes simply 
by the number. 

The indexing of correspondence is done by means of a card 
index, referred to on page 71. 

Cross-Reference. —Cross-referencing is one of the time-saving 
features of vertical filing. A letter involving more than one name 
or subject is indexed under the most important. Other index cards 



Kindly lent by “ The Library Bureau, Ltd.” 

are made out for the other leading names or subjects, and simply 
refer to the principal heading and the number of its folder. By 
this means any individual letter may be located instantly, no 
matter whose signature it bears or under what subject it has been 
filed. 

Example—A letter is received for the first time from E. S. 
Tempest, of the Northern Electric Lighting Co., Ltd. A card is 
made out with the name of the Northern Electric Lighting Co., Ltd. ; 
the letter is filed in the folder of the same number, and the copy of 
the answer and all subsequent correspondence relating to the 
concern, although written by or addressed to Mr. Tempest are filed 
in the Northern Electric Lighting Co.'s folder. 

At the same time, a card is made out with Mr. Tempest's name 
and a reference to the Northern Electric Lighting Co.'s folder, so 
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that either name in the index will guide to the Northern Electric 
Lighting Co.'s folder. 

If correspondence develops with Mr. Tempest individually, a 
number is assigned him and appears at the top of his card, the 
Northern Electric Lighting Co.'s number still remaining as a cross- 
reference, so that no letter can be overlooked through filing under 
the wrong name. 

Subject Indexing. —Frequently a subject referred to in corre¬ 
spondence is of greater importance than the name of the writer; 
for example, some important contract or particular line of business, 
of which it is desired to keep trace. In such a case a numbered 
index card is made out with the name of the subject. All letters 
or papers relating to it, irrespective of the individuals by or to 
whom written, are marked with the same number and filed together 
in the same folder. 

Alphabetic Correspondence Filing. —Alphabetic filing, by 
name of correspondent or subject, without a card index, is suitable 
for some business houses. A folder is assigned to each correspondent 
or subject, whose name is written on the projecting back edge of 
the folder. The folders are filed alphabetically with alphabetic 
guides. Detached sheet copies of outgoing letters are taken, and 
are filed in order of date in each folder with the letters received. 

Geographic and Alphabetic Combined. —In businesses where 
territorial conditions are of leading importance, correspondence 
may be filed on a geographical basis. The plan is exactly the 
same as alphabetic filing except that the file is divided by guides 
for the counties and subdivided by guides for towns, folders being 
filed alphabetically behind each guide. 

Correspondence of Temporary Value. —When it is desired 
to separate correspondence of only temporary interest, such as 
requests for samples, etc., from that of permanent value, the former 
may be arranged alphabetically in a separate drawer of the file 
whether the regular file is numeric or alphabetic. 

Correspondence which is dead or out of date, is removed from 
the folders at convenient intervals, and filed in numeric order in 
a transfer file or in transfer boxes. 

Follow-up System. — This, as its name implies, is a system of 
following up a likely track of business. Thus, an enquiry may be 
made for samples, price lists, etc., prompted perhaps by an 
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advertisement or some form of recommendation. This is probably 
attended to by the seller of such goods, who not content with simply 
forwarding samples, etc., and waiting patiently for an order, makes 
a careful record of the matter. 

This can be done efficiently by means of the card index system, 
using a card similar to the following, which can be varied to suit 
practically any form of business. 

ENQUIRY CARD (for follow-up system). 


Name_ 

Address. 


Business 

"i ’" 

Date. | 


Particulars of 
Patterns sent. 


Prices. 


Rating_ 

A/c opened 
Terms_ 


Remarks. 


i 

I 


I 


When the particulars are entered on the card, the latter is placed 
in a card index reminder case, or, as it is often termed, a “ tickler.” 
Assuming that samples have been sent on a certain date, say 
July 1st, it is expected that in the course of a week or ten days 
some reply in the nature of an order will be received. The interval 
between the despatch of the samples and the probable date of 
receiving an order will vary with (1) the distance the samples have 
to be sent, and the impression they give to likely buyers, after 
comparison with similar goods, (2) the particular class of trade, 
(3) the general demand for such goods. Assuming that samples 
have been sent on July 1st, an order might be received about 
July 10th, and a reminder card is therefore placed after the date 
card in the tickler bearing the date July 10th, so that on that date 
if the order has not been received previously, attention is at once 
directed to the fact by the person whose daily duty it is to examine 
the tickler. If prior to this date a representative has not visited 
the firm indicated, the next move will be to forward a follow-up 
letter, that is, a letter reminding the addressee of the fact that 
samples, etc., were sent on July 1st and asking perhaps whether a 
further selection might be sent, and possibly mentioning other 
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particulars. A follow-up letter is often termed a “ selling ” letter 
and requires careful compilation. Many of these are in the nature 
of “ form ” letters referred to under the heading of 44 circulars ” 
in this work. They should be framed in such a way as to attract, 
persuade and convince the intended recipient. Letters may be 
followed up by the call of representatives or by further letters, 
the idea being that the movement having started it must not end 
until an order has been received, and once a customer is secured, 
no efforts will be spared to maintain the custom. 



Reminder Case (or " Office Tickler ”) 


Particulars of letters, quotations, price lists, samples, etc., sent 
out will be noted on the card index. 

The following is an actual “ follow-up ” letter, but the 
penultimate paragraph is one not generally to be recommended— 


The A Engineering Co., Ltd., 
Engineers & Ironfounders 


Kings way, 

Birmingham. 

10 th April , 19.. 


F. G. Clowes, Esq., 

275, Higher Denton Street, Manchester. 

Dear Sir, 

Some time ago we had the pleasure of sending you particulars 
of our Engines, and trust that our catalogue proved of interest. 

We think that there may possibly be some further information 
which you require to enable you to arrive at a decision in the 
selection of a suitable Engine. 
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If you will be kind enough to give us particulars of any points on 
which you desire information, we shall be only too pleased to go 
fully into matters with you, and to quote you in detail for an Engine 
to meet your requirements as closely as possible. 

Should you have placed your order elsewhere, or decided to 
postpone your purchase for the present, we should be very much 
obliged if you would'be kind enough to let us know. 

We trust, however, that we may shortly hear favourably from 
you, and assuring you at all times of our immediate and special 

attention, We are, Yours faithfully, 

The A Engineering Co., Ltd. 

M. Greenlaw. 



Kindly lent by " The Library Bureau t Ltd." 

Card Index Drawer 


Card Indexing. —Strictly speaking, the card index is not a 
modern invention, but its full development may be said to have 
taken place only within recent years. It is used for a variety of 
purposes, among which may be mentioned the following— 

Indexing correspondence, 

„ documents of all kinds, 

„ books. 

Recording transactions of any nature. 

„ inquiries, quotations, costs, expenses, advertising 
data, sales and purchases, particulars re employees, 
reports, contracts, samples, patterns, etc. 

The most common use of the card index is in connection with 
correspondence. One card is made out for each correspondent 
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or subject, bearing name and address and number of that corre¬ 
spondent's or subject's folder in the filing cabinet, drawer or other 
receptacle. This card is filed in an Index Box or Tray, alphabetically. 
To find the number of the folder, drawer, etc., containing any 
desired correspondence, reference is made to the index card, which 
latter when once made out indexes a correspondent or subject for 
all time. This index in due time has an additional value as a com¬ 
plete list of addresses of all persons or firms with whom business 
is transacted, and memoranda made on the card give condensed 
information concerning the person or firms it represents. The 
following is an example of an index-card for correspondence 
purposes— 



Kindly l*nt by “ 7 he Library Bureau, Ltd " 

The next card may serve for a variety of purposes. It may be 
used by a business house in connection with a “ follow-up " 
system (see page 68). It may simply be used as a record to show 
from whom certain classes of goods are purchased, and to whom 
certain classes of goods are sold. Further, it may indicate the 
terms of any account, whether of buyer or seller, and where desirable, 
the amount of business done. 

In the Secretarial Departments of Limited Companies the card 
system is often adopted for recording various particulars referring 
to Share and Debenture holders, and the number of shares or 
debentures held by them, the same form also giving other necessary 
particulars required for a Register of Members. 

Horizontal Filing.—A s was mentioned in the early part of 
this chapter, there is another method of filing besides the vertical 
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system already dealt with. The “ horizontal ” method of arrange¬ 
ment is not in so much favour in modern offices as is the vertical 
method, though there are circumstances in which the former is on 
the whole preferable, for example, in the filing of papers that are 
bound within their cover. In this case, to refer to a paper the file 
must be taken from the cabinet, and there is thus less likelihood 
of the paper being lost. 

The chief difference between the two rival methods of filing is 



Kindly lent by Stolzenberg Patent File, Ltd. 


indicated by their names—” horizontal ” and " vertical.” In the 
case of the former, the files or “ folders ” are placed flat, either on 
top of one another, or on trays or pelves, with tabs or labels 
enabling ready identification. 

An advantage of horizontal filing is that pipers do not get so soiled 
and crumpled through “ sagging,” and dust does not get into the 
file to the same extent. 

The arguments used against the adoption of the horizontal 
system are that it wastes time, necessitates special and expensive 
furniture, and is very easily disordered. It need not, however, 
involve these disadvantages. Filing cabinets, as shown in the 
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illustration on page 74, take the place of drawers, and there may 
be extra trays and some extra shelving. But in practice it is found 
that, with an up-to-date system, there is no appreciable loss of 
time in finding and consulting individual files. Nor does the 
plan, when properly and thoroughly carried out, necessarily lead 
to disorder or involve any greater danger of disorder than does the 
vertical method. 

Our illustration shows the arrangement of a useful filing cabinet. 
It is so designed that the whole of the contents of any section are 
viewed at once, whereas an ordinary drawer would, of course, show 
only the file at the top. The files are stored horizontally with their 
back edges turned outward, and on pulling forward the tray, the 
front automatically rises, displaying the whole of the contents 
of that particular section. These filing cabinets, being constructed 
on the unit or building-up plan, permit of constant extension either 
laterally or vertically. 


Questions 

1. What is Filing? Describe any method of filing with which you 

are acquainted. 

2. Write a short account of Vertical Filing. 

3. What do you understand by “ Flat ” or “ Horizontal ” Filing ? 

4. What is Indexing ? Define the use of a Card Index. 

5. State what you understand by Cross-Reference with regard 

to filing. 

6. u Correspondence may be filed on a geographical basis/' 

What does this mean, and to what kind of business could it 
be applied ? 

7. What is understood by the “ Follow-up $t System ? Give a 

short account of the working of such a system. 

8. Give the characteristics of a good 44 Follow-up ” letter, and 

state the purposes for which such letters are used. 

9. Write a short account of Card Indexing, specifying its 

advantages and disadvantages (if any). 

10. Enumerate a few of the uses to which a card index may be put. 

11. Suggest a suitable method of filnig correspondence or papers 

which are of temporary value. 

12. How would you deal with correspondence which is 44 dead M 

or out of date ? 



CHAPTER V 


ADVERTISING—SALESMANSHIP—WINDOW DISPLAY—CATALOGUING 
—CORRECTING PROOFS, ETC. 

It is too late in the day to consider whether advertising is essential 
in business. It is unquestionably necessary in almost every business 
undertaking, and includes such matters as Press advertising, 
salesmanship, window display, and cataloguing. What have now 
to be considered by the business manager, head of a firm, etc., are 
the following— 

1. The method of advertising. 

2. The cost of 

3. The results of „ 

Each of these must be considered separately, and at the same 
time the whole collectively. For instance, the cost will vary 
according to the method and the extent, etc.; yet, on the other 
hand, the method may be decided by the amount of money a firm 
is willing to spend over any particular period, and again, the 
method may be changed following on the results. Further, it may 
be found that the results do not justify the cost and so on. 

Method. —Practical advertisement is created either from the 
ideas of those manufacturing or dealing in certain articles which 
they wish to dispose of, or by advertising agents on their behalf. 
For extensive advertising, it is often wise to consult advertising 
agents, many of whom are recognised as experts in all matters 
affecting publicity, yet it should not be forgotten by business men 
that they may have on their own staff a person or persons capable 
not only of producing sound matter for advertisement, but who 
may be able to organise a scheme of publicity suitable for their 
needs. In the latter case, the person referred to would himself 
be, or would probably become, an advertising specialist. There is 
a small class of people known as advertisement writers , who furnish 
ideas for advertising agencies or traders, and undoubtedly what 
may be termed the art of advertisement writing has been seriously 
cultivated by many people during recent years, but whilst serious 
study in connection with advertising may produce a good deal 
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in regard to organisation and method, it will, in many cases, pro¬ 
duce little in the way of an advertisement which can in any way 
be termed striking, the reason being that the imagination so 
necessary in such a case is of a character with which everyone is 
not gifted. Further, a person with a very genius for imagination 
may find it of little use if he be confined to drafting advertisements 
which are expected to increase the demand for some one particular 
commodity, the reason being that his ideas may be effective only 
when applied in certain and other directions, for naturally an 
advertisement drawing attention to the special qualities of a certain 
brand of soap will materially vary in form from that to be observed 
in an advertisement referring to works of art. 

A striking advertisement is that which attracts the most observers, 
and in due course increases business, but such “ advertisements ” 
cannot be “ made to order/' and thus, whilst very large sums may 
be spent in the production of an idea which may ultimately prove 
useless, other ideas brought about as the result of accident or 
inspiration, and costing little to produce, may become constant 
“ business bringers." 

Of recent years artistic methods of advertising have been much 
to the fore, and if much further extended, many of the hitherto 
unsightly hoardings will be unsightly no more. There is, perhaps, 
a reflection in this connection, when it is remembered that well- 
known and distinguished pictures have been secured by manu¬ 
facturers and others in order that copies may be produced, such 
copies being associated with the names of various brands of 
well-known goods required in the household, etc. 

\To be attractive an advertisement must show some individuality, 
“ it must explain and exclaim /* 1 Thus a well-reproduced work of 
art will readily catch the eye, but so may something bold, grotesque, 
and peculiar. It follows, therefore, that in attempting to frame 
advertisements, a person must possess a knowledge of the traits, 
mannerisms, and requirements of the people he wishes specially 
to attract—in sh ort, a knowledge of the principles of psychology . 

The media ofpufliciiyarenow extensive; newspapers, magazines, 
circulars, pamphlets, books and booklets, handbills, window bills, 
hoardings fixed in every conceivable position—in the street, tram- 
car, railway station, railway track and seaboard—indicate earnest 


pfiorts to create or increase a demand for something or other. 
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The house to house sample delivery system, the free diary, captive 
balloons and kites, theatre screens, revolving lights, and the 
inevitable sandwich man, are also media having the same object 
It is not intended here to give any idea of the form most suitable, 
so much depending upon circumstances. 

Cost. —Where an article of everyday use is to be supplied, 
advertising will probably be extensively carried out, and, generally 
speaking, it will pay to do it, but much loss is often sustained by 
injudicious arrangements, e.g., b^selection of the wrong jngdia; 
in undertaking publicity on an extSnsiv'e'scale, without having 
had previous experience ; in not keeping a proper check on rates, 
position, etc. It is perhaps well, therefore, that when any extensive 
scheme of advertising is intended, the services of an expert should 
be obtained. With regard to checks, an inspector is often appointed, 
whose duty it is to examine the advertisements, however arranged 
and wherever placed, and to facilitate the work, specialists in 
systems of Card Indexing have taken great pains to provide suitable 
card rulings. 

Recording Results. —Many attempts have been made from 
time to time to record results of advertisements, but nothing very 
material has been achieved, or is likely to be achieved by such 
attempts. Careful keying of advertisements does not always 
produce very definite information. Among other forms, the 
coupon system holds a fairly important place in this connection. 
The coupon may appear in twenty different newspapers, each 
coupon bearing the same information (viz., that on forwarding it 
to the proprietors, the reader will obtain a special sample, etc.), 
with the exception that a different letter or box number will be 
given in each paper. <When the replies are rec eived, a note igjnade 
of the numbers received in respect of each paper, and the. inference 
is fHaT the papgL.bringing the -greatest number. Qlcoupons^i& the 
best medium for advertising, or that the district in which it circulates 
is me of the rfnoit laceTyfor the sale of the particular goods. These 
are, however, questionable conclusions. Many people would never 
take the trouble to cut out the coupon and forward it, and again 
many people once having had a sample would perhaps never wish 
to have it again. Readers of one paper are sometimes asked to 
address their communication to a particular number of a certain 
street, say No. 20 Higher Henry Street, Lincoln ; readers of another 
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paper may be requested to forward to No. 22 in the same street; 
and those of a third paper to No. 24. All these letters would arrive 
at one address. This produces a result similar to the coupon 
system. On the same principle, department letters and numbers 
are often used, or applicants are directed to ask for Catalogue No. 8, 
or whatever other number is used to distinguish the advertisement. 
The “ name this paper ” idea, as a Key, now produces but little 
satisfaction. Another method is to have a different name inserted 
in each pager in which the advertisement appears, the address being 
The sam e. Similarly, different spellings of the firm name are 
sometimes adopted. It frequently happens that a publication 
fruitful in replies is poor in regard to orders emanating therefrom. 
Another method of gauging results is by arranging with newspaper 
and magazine proprietors, for competitions to be held, asking 
readers what they consider the most popular article advertised. 
Newspaper competitions, in the form of essays, are also arranged, 
giving the experience of users in regard to a particular commodity. 
This gives, perhaps, some indication as to both the number and the 
class of people using it. In order to indicate whether certain goods 
have “ caught on ” in certain localities, traders will make arrange¬ 
ments with shopkeepers (by payment of a fee) by which each 
customer purchasing a particular article will be asked the reason 
why he buys it, and to such questions may be offered replies like 
the following :—" Been recommended ” ; “ Smart appearance " ; 
" Good^uahty ” ; 14 New stuff ” ; “ Suitable " ; “ Attractive ” ; 
“ XnsweretHe ^purpose ” ; etc. 

Salesmanship. —Salesmanship includes both the salesman and 
the commercial traveller, their primary duties being to sell goods. 
The term “ salesman ” usually refers to the indoor man, who con¬ 
ducts his work at the place of business. In his case trade comes to 
him, as the customer has to some extent taken the initiative and 
shown an interest in the firm’s wares. The “ commercial traveller ” 
is known as the outdoor salesman, and he has to meet those inter¬ 
ested in his particular trade and to sell goods outside the place of 
business. On the road the traveller must take the initiative, and 
in his case it is more difficult to sell goods away from the store or 
factory. 

It is of first importance that the salesman should have a sound 
knowledge of his employer’s goods. In addition, he should have 
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the ability to describe the goods, and a general knowledge of business 
principles; and he should also familiarise himself with the business 
methods and actions of his firm's competitors. Other essentials 
are good manners, good nature, and common sense. 

In many business houses the two branches are placed in charge 
of a sales-manager, who is responsible for the internal organisation 
and control of the sales department. This department deals with 
all records affecting the sales and salesmen, and the maintenance 
of sales analyses and statistics which are essential in a well-organised 
business. The actual methods employed depend upon the class 
of business, but the capable sales-manager is soon able to install 
a system covering varying requirements. 

Window Display. —Another popular form of publicity is by 
means of the window display, whereby it is possible for the shop¬ 
keeper to display his goods to the best advantage, and thus obtain 
the interest of the passer-by. An artistic display creates a demand 
for the goods exhibited, and the display man plays an important 
part in the promotion of sales. Excellent examples of his work 
are to be seen in all shopping centres. This method of advertising 
is used to a very great extent by the leading retail and wholesale 
houses, and its value as a sales-force has long been recognised. 
Nowadays many firms in the main thoroughfares continue their 
shop lighting and leave their windows uncovered after ordinary 
shopping hours and so reap the full benefit of their outlay in this 
form of advertising. In various trades the art of window-dressing 
is assisted by competitions, and the progress which has been made 
in the window-dressing profession during recent years has been most 
marked. 

Cataloguing. —In Mail Order and many other businesses, the 
preparation of catalogues is a matter of some importance. A 
catalogue is a combination of advertisement, circular, price list, 
price current, etc. Its preparation involves considerable time 
and trouble if it is to be in any sense effective. The person having 
charge of its compilation will request the Department Heads of 
his firm to furnish him with a list of the goods they desire to offer, 
together with a full description of their qualities, prices, and other 
important data. If there be an Advertisement Writer, he should 
submit samples of advertisement suitable for the several classes of 
goods to be offered. The compiler will also have to consult with 
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the Cashier or General Manager as to insertion of terms of payment, 
whilst in another direction he will ask for information from the 
Forwarding Department as to the method of dispatch, rates of 
carriage, etc. Where illustrations are required, it will be the duty 
of the compiler to see to the blocks being prepared. A very 
important matter is the compilation of the index, which should at 
all times be thorough. It is well known to business men that a 
complete index considerably enhances the value of a catalogue. 
The compiler should be familiar with the particulars mentioned in 
this work regarding " Correcting proofs/' It is perhaps needless 
to add that catalogues intended for dispatch to a foreign country, 
should be printed in the language of that country. 

Another consideration respecting catalogues is their use when 
received by business men. Those which are deemed of no use are 
immediately disposed of, others are specially examined and kept 
in boxes, files, or cabinet drawers, to which a properly compiled 
index is made. It frequently happens that certain matters referred 
to in the catalogues are of special value, and these may either be 
cut out or have reference made to their page numbers in the index. 
The card system is, generally speaking, the most satisfactory 
form of index, the cards containing the same information as an 
ordinary catalogue index. Classification of catalogues is, of course, 
of primary importance, and this will depend upon the nature of 
the business and the information which is of value. The reader 
is referred to the preliminary pages of a good library catalogue. 
These will furnish useful hints on indexing generally. 

Correcting Proofs. —The preparation of matter intended for 
publication, usually called manuscript (MS.) or " Copy ” (as it is 
called by the printer), is an important matter, and where circulars, 
price lists, prices current, catalogues and advertising matter are 
issued by business houses, it will probably be the specific duty of a 
member of the staff to prepare such matter. The following general 
observations may be noted in regard to it. 

All matter should, as far as possible, be typed. 

Only one side of the paper should be used, and a fair margin 
should be left on either the left or the right of the paper—usually 
the left. 

Double spacing or treble spacing should be employed between 
the lines. 
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The size of the paper should be either foolscap folio or quarto. 

Where extensive alterations are made it is better to re-type the 
page. 

As far as possible, each page of type should < ontain approximately 
the same number of words, so that the total amount of matter may 
be readily gauged. 

Particular attention should be given to references and quotations, 
to names of places and other proper names, foreign words, etc. 

A line drawn under a word in the copy signifies that it is to be 
printed in italic type; two lines represent small capitals, and 
three lines large capitals. Where the size of the type is to be 
determined by the author instructions should be definitely given 
by him as early as possible. 

Punctuation is an important matter, and the compositor is 
supposed to carry out the ideas of the author in this respect. 

Where words may be spelled in two or more ways, care should 
be taken to see that one form only is adopted universally throughout 
the work. 

Quotations from any source should be fully acknowledged and 
typed inset with single spacing. 

The arrangement of paragraphs, insets and illustrations should 
be carefully considered and determined before any manuscript is 
forwarded to the printer. 

When forwarding manuscript, a full statement should be given 
as to the matter sent, name of the sender, and also instructions 
as to where proofs must be delivered. 

On receipt of proofs from the printer, every letter should be 
carefully examined, and where considerable corrections are made, 
a second proof, usually termed a " revise," should be asked for. 
It is rare that a second revise is necessary. When the proofs are 
correct, they should be marked on the face with the word “ Press," 
together with initials of author and date. 

Correction of Errors. —Omission of a letter or word . Draw 
a caret thus a where the omission occurs, and write the correct 
letter or word in the margin. 

Omission of a space . Place a caret where the space is required, 
and put the following sign in the margin # 

Omission of a comma, etc. Mark a caret where required and make 
the correction in the margin. 
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Phrase or sentence . Where the omission occurs, place a caret 
and put the correct matter in the margin. If there is not sufficient 
room, draw a line from the caret to the top or the foot of the page, 
making the correction there. 

Hyphen or dash , etc. Place a caret in the place of omission, and 
in the margin show the hyphen or dash between vertical lines 
thus |H| 

Superfluity. Of a letter . Draw a vertical line through it and in 
the margin write the word " Delete " or " Cancel " or " dele " 
or the following sign $ 

Of a word. Draw a horizontal line through it and proceed as 
in the case of a superfluous letter. 

Space . Make a curve from letter to letter or word to word 
where the space occurs, and in the margin place a similar 
curve. 

Punctuation marks. Draw a vertical line through the wrong 
punctuation mark, and write the correct one in the margin. 

A full stop should be encircled. 

Change of characters . Draw a vertical line through a letter and 
a horizontal line through a word, and in the margin write— 

Where capitals are wanted “ Cap." 

If small capitals are wanted “ Sm. caps." 

For italics “ Ital." 

For altering the type of any word to that which is contained in 
the body of the matter, write " lx." (lower case). 

If a capital letter is required instead of a small letter, place a 
capital letter in the margin, or write " u.c.” (upper case). 

Wrong letter or word . Draw a vertical line through the wrong 
letter and a horizontal line through the wrong word, and write 
the correct letter or word in the margin. 

Letter reversed. Underline the letter reversed, or as it is called, 
“ turned," and make the following sign in the margin 6) 

New paragraph. Place a square bracket or crochet thus [ or ] 
before the word which is to commence the new paragraph, and 
place a similar mark in the margin. 

Connecting paragraphs. Make a curved line from the last word 
in the first paragraph to the first word in the next paragraph, and 
write in the margin " Run on." 
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EXAMPLE 


the Mem 


oltl 

% 

II* 


Every applicant for admission to Membership of the 
Society shall sign an undertaking to observe the rules 
and regulations of the Society for the time being in force 

Fellows who^ subscriptions are not in arrear| shall^e 
entitled to use the following distinctive letters .— 
F.C.T Associates whcjf subscriptions A not in arrear shall be 
enti tled to use the following distinctive letters —A.C.T. 

fem^shiiy^ay^be terminated by the Executive if his sub^ 
scription fjr any year remain unpaid on the 1st January 
next following. JXny member desiring to retire from the 
Society shall give written notice to that effect to the 
general Secre^ry on or before the 31st March, otherwise 
his km* subscription for th£e subsequent year shall be 
payabVe 


4jba£j 


m f f Subject to Article 11 hereof, every fellow or Assoc^te of 
ifcf the Society (whether a Bh aas h a l ie#t>r not) shall pay an 
W ' I annual subscription of ^en shillings and sixpenccy^or such 
Other entrance fee or annual subscription as the Executive 
lor the Society th General Meeting shall from time to time 
A*/1 deterrr^J^ K The annual subscription shall be due on the 
wjy ot election and on each subsequent^ 1st July 


Any Member discontinuing his( fEACHIN(^ fengagements 
(of which notice must be forthwith given to the General 
Secretary) ma^ continue his Membership ot the Society 
/"Each Member sh all be supp lied with a certificate ot 
Membership which^theproperty (shall b^ of the Executive 
of the Society, and shall be returned to tije Executive on 
cessation of Membership. 

to o^tfcx’ 


-IcJ 
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Words in wrong position , Encircle a word or words not in correct 
position ; make a line from the circle to the required position, 
making a caret at that point and place the abbreviation “ trs." 
in the margin. 

Uneven line . Place a short line above and below the letter 
or words which are uneven and place the following sign in the 
margin =. 

A bad letter . Place a horizontal line above and below it and in 
the margin make a cross. 

Wrong fount . If the wrong type has been used either in size or 
in style, draw a horizontal line under the letter or word, and write 
in the margin “ w.f.” 

Stet. If a word, phrase or sentence has been cancelled, and it 
is found desirable to retain it, place dots under each letter and 
place the word " stet ” in the margin. 

Where spaces between words in one line are not equalised, 
put y( at each space referred to, and write “ Eq ” in the margin. 

An example is shown on page 84. 

Questions 

1. What is the object of advertising ? Specify some of the 
methods adopted. 

2^! If you advertise an article in twenty different papers, how 
would you trace the result of each advertisement ? 

3. Describe the work of the indoor and outdoor salesman. 

4. Define the duties of a sales-manager. 

5. Describe the sales organization of a typical business firm. 

6. What advantages are to be obtained by effective window 

display ? 

7. If you were making a catalogue of a draper’s stock, on what 

plan would you proceed ? 

8. What do you understand by correcting proofs? Show the 

marks used to indicate corrections. 



CHAPTER VI 


PARTNERSHIPS, COMPANIES 

In addition to a single individual or sole trader who carries on a 
trade or business at his own risk and for his exclusive benefit, 
businesses and trades are now more and more often carried on as 
(a) a partnership or firm ; or (b) a limited liability company . 

A Partnership, as defined by Sec. 1 of the Partnership Act, is 
11 the relation which subsists between persons carrying on a business 
in common with a view of profit.’* The term “ business ” here 
includes every trade, occupation or profession. There is a limit to 
the number of members in a private partnership, for such must not 
exceed twenty for any other business than banking, for which the 
maximum number is ten. 

When two, or more, persons desire to become partners it is 
advisable for them to employ a solicitor to draw up the Articles of 
Partnership , or agreement showing the terms arranged between 
them. The articles should state: (1) The name of the firm or designa¬ 
tion under which it will be known. (2) Tiic nature of the business 
to be carried on. (3) The term or duration of the partnership. 
(4) The amount and proportion of the capital. (5) Interest and 
allowances to individual partners. (6) Method of division of 
profits and losses. (7) Method to be followed in event of the 
death of a partner, dissolution, etc. (8) The keeping of proper 
books of account and the preparation of an annual balance sheet 
which, when signed, shall be treated as conclusive. (9) The 
Arbitration Clause—providing for procedure in event of disputes, etc. 

The Partnership Act, 1890, virtually codifies the whole law of 
partnership. By Section 24 it is enacted that in the absence of 
agreement the interests of partners in the partnership property 
and their rights and duties in relation to the partnership shall be 
determined by the following rules— 

(1) All the partners are entitled to share equally in the capital 
and profits of the business, and must contribute equally towards 
losses whether of capital, or otherwise, sustained by the firm. 
(2) The firm must indemnify every partner in respect of payments 
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made and liabilities incurred by him : (a) In the ordinary and 
proper conduct of the business of the firm ; or, (b) In or about any¬ 
thing necessarily done for the preservation of the business or pro¬ 
perty of the firm. (3) A partner making, for the purpose of the 
partnership, any actual payment or advance beyond the amount of 
capital which he has agreed to subscribe, is entitled to interest at 
the rate of five per cent, per annum from the date of the payment 
or advance. (4) A partner is not entitled, before the ascertainment 
of profits, to interest on the capital subscribed by him. (5) Every 
partner may take part in the management of the partnership busi¬ 
ness. (6) No partner shall be entitled to remuneration for acting 
in the partnership business. (7) No person may be introduced as a 
partner without the consent of all existing partners. (8) Any 
difference arising as to ordinary matters connected with the partner¬ 
ship business may be decided by a majority of the partners, but no 
change may be made in the nature of the partnership business 
without the consent of all existing partners. (9) The partnership 
books are to be kept at the place of business of the partnership 
(or the principal place, if there is more than one), and every partner 
may, when he thinks fit, have access to and inspect and copy any 
of them. 

In the same way the Act lays down rules as to the Dissolution 
of the partnership (subject to any express agreement between the 
partners), as follows— 

A partnership is dissolved— 

(a) By the expiration of the term—if a fixed term has been 
entered upon. 

(b) If entered into for a single undertaking or adventure, by 
its termination. 

(c) If entered into for an undefined term, by any partner 

giving notice of his intention to dissolve partnership. 

(d) By the death or bankruptcy of any partner. 

(i e ) At the option of the other partners, if any partner suffer 
his share of the partnership property to be charged for his 
separate debt. 

(/) By the happening of any event which makes it unlawful 
for the business to be carried on. * 
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(g) By decree of the Court which may be obtained on the 
ground of the lunacy, permanent incapacity, conduct pre¬ 
judicial to business, etc., of a partner. 

It will thus be seen that the rights and duties of partners inter se 
are adequately covered by the Act, subject to any agreement 
between the partners. A Partner in a firm may be (1) active 
or ordinary , viz., one who takes an open and active part in a 
business ; (2) sleeping , dormant or silent , viz., one who does not 
take an open part in the business although he has money in the 
firm and shares the profits ; (3) nominal —one who is deemed to 
be a partner and so holds himself out ; he incurs the liabilities of 
a partner ; (4) limited —a class of partner brought into being by 
the Limited Partnership Act, 1907, which is dealt with below. 

It is important to remember that, generally speaking, a partner 
has full authority to deal with the partnership property for partner¬ 
ship purposes, and Section 5 of the Act expressly states that every 
partner is an agent of the firm and binds the firm in respect of acts 
for carrying on any business of the kind carried on by the firm, 
unless he has no authority to act for the firm in that particular 
matter, and the other person either knows he has no authority or 
does not know or believe him to be a partner. Every partner is 
liable jointly for the firm's debts, and in the event of its bankruptcy 
the partnership funds have first to be used to satisfy the film's 
creditors : in the event of a surplus from the private estate of a 
partner such surplus must be devoted to the payment of the firm's 
debts, if required. Conversely, if there be a surplus in the firm's 
accounts such surplus must be used to satisfy each partner's private 
debts. 

In the event of a partner retiring, the other partners may release 
him by holding him free of all the firm's actual liabilities, with the 
consent of the creditors. He is not liable for debts incurred sub¬ 
sequent to his retirement unless to persons who are unaware of his 
retirement. It is usual to notify all the firms in the partnership 
books, and to advertise the dissolution in the London Gazette and 
local papers. 

In settling accounts between partners at a dissolution the Act 
provides that subject to any agreement— 
m (a) Losses, including losses and deficiencies of capital, shall be 



PARTNERSHIPS, COMPANIES 


89 


paid first out of the profits, next out of capital, and lastly, 
if necessary, by the partners individually in the proportion 
in which they were entitled to share profits. 

(b) The assets of the firm including the sums, if any, contributed 
by the partners to make up losses or deficiencies of capital, 
shall be applied in the following manner and order— 

(1) In paying the debts and liabilities of the firm to 
persons who are not partners therein. (2) In paying to 
each partner rateably what is due from the firm to him 
for advances as distinguished from capital. (3) In paying 
to each partner rateably what is due from the firm to him 
in respect of capital. (4) The ultimate residue, if any, 
shall be divided among the partners in the proportion in 
which profits are divisible. 

Limited Partnership. —Since the 1st Jan., 1908, a new kind of 
partnership has come into being, created by the Limited Partner¬ 
ship Act , 1907. A firm may now consist of one or more general 
partners and one or more limited partners (subject to the limita¬ 
tion in numbers under the Companies Act, 1929). A limited 
partner can invest a fixed sum of money in the business and be 
liable only for that amount (in other words, his position is similar 
to that of a shareholder in a Limited Liability Company) provided 
that he take no active part in the management of the business. The 
general partner, or partners, are liable for all debts and have no 
limited liability. The advantages of this mode of partnership are 
that existing firms can obtain extra capital without forming them¬ 
selves into Limited Liability Companies, and a new business can 
be started with the aid of friends or relatives, who can with reason¬ 
able safety and lessened liability risk their money. All such 
partnerships have to be specially registered, or in default, the limited 
partner will be deemed to be a general partner. On the original 
registration of a limited partnership an ad valorem duty of 5s. per 
cent, on the capital of the limited partners is payable, and in the 
event of any change in the firm (capital, etc.) a registration fee of 
5s. must be paid, and notice given within seven days. An ad 
valorem duty of 5s. per cent, must be paid on any increase in such 
capital. To obtain registration an application must be made to 
the Registrar of Companies on an official form (L.P.I.), which 
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must carry an impressed stamp of £2. This form requires the 
following particulars to be given: (1) The firm name; (2) the general 
nature of the business; (3) the principal place of business; (4) the 
term, if any, of the partnership; (5) a statement that the partner¬ 
ship is limited; (6) the description of every limited partner as such 
and the amount of his capital and whether paid in cash or other¬ 
wise. This form must be signed by all the partners. 

A limited partnership is not dissolved by the death, bankruptcy, 
or lunacy of a limited partner unless in the last case the lunatic's 
share cannot be otherwise ascertained and realised. Applications 
for winding up a limited partnership must be made under the 
Companies Act, 1929. Subject to any agreement, expressed or 
implied, between the partners, the Limited Partnership Act of 1907 
provides that: (a) Any difference arising as to ordinary matters 
connected with the partnership business may be decided by a 
majority of the general partners. ( b ) A limited partner may, with 
the consent of the general partners, assign his share in the partner¬ 
ship if upon such an assignment the assignee shall become a limited 
partner with all the rights of the assignor, (c) The other partners 
shall not be entitled to dissolve the partnership by reason of any 
limited partner suffering his share to be charged for his separate 
debt. ( d) A person may be introduced as a partner without the 
consent of the existing limited partners, (e) A limited partner shall 
not be entitled to dissolve the partnership by notice. 

Notice of any arrangement or transaction under which a general 
partner becomes a limited partner in the firm, or of the assignment 
of a limited partner's share, must be advertised, in the case of limited 
partnerships registered in England, in the London Gazette , and will 
not take effect until such advertisement. 

Joint-Stock Companies. —A Joint-Stock Company is an associa¬ 
tion of individuals for the purpose of carrying on some trade, busi¬ 
ness or undertaking usually with limited, but sometimes with 
unlimited, liability. No partnership can consist of more than 
twenty persons, or in banking of more than ten persons—unless 
they register themselves as a company as laid down by the 
Companies Act, 1929. A sole trader, or, in partnerships, each 
partner, is personally liable for all the firm's debts, whereas in a 
limited liability company no individual's liability exceeds the 
amount of his shares and he can be made to pay only such of his share 
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capital as has not been already paid up. A company is an artificial 
person created under special Acts; it has a distinct legal entity; 
therefore, can enter into contracts on its own behalf, deal with its 
property, sue and be sued in its own name, and its members have the 
right to receive their proportionate share of its profits, and are not 
personally liable for the company's risks or indebtedness beyond 
their share of the capital. Creditors dealing with a limited company 
know that they are unable to look to the individual shareholders 
to satisfy their claims if the company cannot meet them, but they 
can, on payment of one shilling, search the Register and ascertain 
for themselves the position of the company. 

Public companies may be divided into four classes : (1) a company 
with unlimited liability ; (2) a company with liability limited by 
shares ; (3) a company with its capital limited by guarantee without 
its capital being divided into shares ; (4) a company with its capital 
limited by guarantee with its capital divided into shares. 

(1) Unlimited Liability Companies are now very few, for the 
members are liable to calls till the whole of the company's obliga¬ 
tions are settled (but only pro rata to their share in the company), 
and their liability ceases after they have ceased to be members for 
one year. The majority of such companies have re-registered 
themselves as limited liability companies. 

(2) Limited Liability Companies are divided into (a) private 
companies; (6) public companies. 

(a) A Private Company can be registered by two or more 
persons, if by its articles (see next page) it (1) restricts the 
right to transfer its shares; (2) limits the number of its 
members to fifty (exclusive of those in the employ of the 
company and ex-employees) ; and (3) prohibits an appeal 
to the public at large to take up shares or debentures. 
This Act has had a prejudicial effect upon the Limited 
Partnership Act, as by registering a business as a 
private company the partners then all have their 
liability limited. Moreover, until 1908 it was necessary 
to have at least seven members to form a company, 
whereas now two suffice, viz., the active and the (pro¬ 
spective) limited partner can register themselves as a 
company, and the latter can then incur no liability if he 
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takes part in the management, as under the Limited Part¬ 
nership Act would be the case. 

( b) A Public Limited Company must consist of at least seven 
members. 

Every limited company must register a Memorandum 
of Association which defines the nature and scope 
of its business. This Memorandum must state (1) 
the name of the company—with the word " Limited ” 
attached; (2) the country (England or Scotland) where 
the registered office is situate; (3) the objects of the com¬ 
pany; (4) that the liability of the members is limited; 
(5) the amount of share capital and the division thereof 
into shares of a fixed amount. This Memorandum must 
be signed by the subscribers, and it is provided that (1) 
no subscriber to the Memorandum may take less than 
one share; (2) each subscriber must write opposite to his 
name the number of shares he takes. 

With the Memorandum of Association may also be lodged (1) the 
Articles of Association, i.e. t the rules and regulations for the 
management of the company. In default of special articles a 
special model known as Table A scheduled to the Act can be adopted 
in toto ; ‘ (2) a list of the directors with their written consent to 
act; (3) a contract by any director to pay for his qualifying shares; 
and (4) a statutory declaration by the secretary, a director, or 
solicitor employed in the promotion, that all the requirements of 
registration have been complied with. 

When these forms are lodged at Somerset House special fees for 
registration have to be paid. For example, a company having a 
nominal share capital of £1,000 would pay a total of £14, made 
up thus: Ad Valorem duty (£1 per cent.) on capital, £10; fee stamps 
on Memorandum, £2; deed stamp on Memorandum, 10s.; deed 
and fee stamps on Articles, 15s.; stamps of 5s. on each of the 
following documents: Declaration of Compliance, List of Directors, 
Notice of Situation of Registered Office. 

If all is in order, the registrar issues a Certificate of Incorporation. 
This certifies that the company is incorporated and, in the case of 
a limited company*, that the company is limited* 

Capital.—A Joint-Stock Company (unlike a sole trader or 
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partnership) has its capital fixed by its Memorandum. The amount 
named therein on which the stamp duty was based is called the 
Nominal , Authorised or Registered Capital. The Subscribed or 
Issued Capital is the capital offered and allotted to the public, as 
well as the amount, if any, issued to the vendor as fully paid. If 
this does not amount to the whole of the Nominal Capital the 
remainder is termed Unissued Capital. Called-up Capital is the 
amount demanded from the shareholders in respect of each share 
subscribed for, e.g., if the nominal capital were £10,000 and the 
subscribed capital were £8,000, only 10s. in the £ may be required 
at once, and thus £4,000 would be the Called-up capital. Paid-up 
capital is that portion of the Called-up capital which has been 
actually received in cash from the shareholders. Working capital 
is the amount available for carrying on the company after paying 
the purchase price, etc. 

In addition to the capital, a company very frequently obtains 
money by the issue of Debentures. 

A Debenture may be either (1) a mortgage debenture , viz., a 
mortgage on all or part of the company’s assets, or (2) an ordinary , 
naked , or simple , debenture, which has no such charge, but is a mere 
promise to pay. Holders of these last named debentures can only 
prove with other creditors in a winding up. Redeemable debentures 
are those which will be repaid on a given date or on notice, while 
irredeemable debentures are repayable only in the event of the 
liquidation of the company or of default in payment of interest. 
Debentures have a fixed rate of interest usually payable half-yearly. 
Debentures may be issued at par or at a premium, or at a 
discount . 

The Share Capital may consist of only one class of share or may 
be divided into different classes— 

(a) Preference Shares are those which have priority in payment 
of dividends at a fixed rate. They may also have prefer¬ 
ence as regards the return of capital. Cumulative Pre¬ 
ference Shares are those which are entitled to arrears of 
dividend if a dividend has not been paid for any period, 
before the ordinary shareholders come in. Arrears of 
such dividends are a contingent liability to the company. 
Preference shares are cumulative unless the Articles express 
or imply otherwise. 
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(b) Ordinary Shares rank for dividend after the prior charges 

have been paid, viz., Preference dividend, etc. They do 
not have a fixed rate, as the amount necessarily fluctuates 
with the profits available for distribution. 

(c) Deferred Shares are those which come in after the Preference 

and Ordinary dividends (up to a certain rate) have been 
paid. 

(d) Founders 9 Shares usually have a proportion of the profits 
after the prior shares have had a fixed rate paid thereon. 

It is now not unusual to issue Participating Preference (or 
Ordinary) shares, which are entitled to a fixed rate plus a share of 
the remainder of the profits, the other share being distributed 
among the holders of the Deferred shares, which shares are then of 
the nature of Founders shares. 

To obtain the capital it is usually necessary for the company to 
issue a Prospectus, a dated copy of which, signed by the directors, 
must be filed with the Registrar of Companies. If this be not done 
a Statement in Lieu of Prospectus must be filed. A prospectus 
which is in reality an invitation to subscribe for shares, etc., must 
now contain the following particulars: (a) the Memorandum of 
Association; (b) founders’ or deferred shares; (e) the directors’ 
qualifying shares and their remuneration; (d) names, descriptions, 
and addresses of the directors; (e) the minimum subscription on 
which the company will go to allotment; (/) amount payable on 
application and allotment; (g) shares and debentures issued as fully 
or partly paid and the consideration therefor; (h) the names and 
addresses of the vendors; (i) purchase price, showing “ goodwill ” 
separately; (j) the commission for underwriting shares, etc.; (k) 
amount of the preliminary expenses; (/) amount payable to pro¬ 
moters of the company and the consideration therefor; (m) par¬ 
ticulars of all material contracts; (n) the auditors; (o) statement of 
any personal interest of a director in the promotion and amount paid 
to him; (p) right of voting conferred on each class of shareholders; 
(q) length of time business has been carried on. 

Accompanying the prospectus is a form of application which 
should be filled up by the intending shareholder, and forwarded to 
the company's bankers (or secretary) with a cheque for the amount 
payable on application. The directors then pass a resolution 
allotting the shares, and to each person receiving an allotment a 
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letter of allotment ” is sent, which has to bear a sixpenny impressed 
stamp if the nominal value of the shares is £5 or more. In other 
cases Id. stamp is required. The shareholder has then to forward a 
cheque for the amount due 11 on allotment.” To others “ letters of 
regret ,” returning their application money, are sent. 

The balance, if any, of the share capital is then called up as 
required. When all is paid the shares are called “ fully paf6i.” 
Not less than one month nor more than three months from the date 
when a public company is entitled to commence business, a Statutory 
Meeting of shareholders must be held. Seven days prior to the 
meeting a report must be sent to each shareholder (a copy of which 
must also be filed with the Registrar), containing full particulars 
of the subscribed capital, the amount paid up, the amount of the 
preliminary expenses, an audited statement of receipts and payments 
and the names of the directors. 

The company is then started on its way. After the Ordinary 
General Meeting in each year an Annual Return has to be made 
to the Registrar of Companies, giving a full list of the directors 
and members, number of shares held by each, names of those who 
have ceased to be members during the year, a Balance Sheet, a 
summary of the capital and forfeited shares, amount of mortgages, 
etc. This return has to be made up to the fourteenth day after 
the meeting and sent in within seven days of its date. 

It should be noted that in addition to the ordinary books of 
accounts a Joint-Stock Company must, under the Act, keep the 
following five Statutory books: (1) Minute book, recording all 
resolutions, etc. (2) Register of Directors and Managers. (3) 
Register of Members, giving the name, address, and occupation of 
each shareholder, together with the number of shares held by each 
person with their distinguishing numbers and amounts paid, and the 
date of his, or her, becoming, or ceasing to be, a member. (Note. 
The list is open to each member's inspection and to the public on 
payment of Is.) (4) Register of Charges. (5) Annual Return. 

(3) and (4) Companies Limited by Guarantee having, or not 
having, a share capital divided into shares, are usually formed to 
carry on concerns such as clubs, in which it is not intended to make 
a profit. These companies are of rare occurrence. The Memoran¬ 
dum of Association of a company limited by guarantee without 
shares must give the particulars (No. 1-4) required in the ordinary 
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Memorandum of Association of a Limited Liability Company, with 
a fifth clause stating that each member undertakes to contribute 
up to a specified amount towards the payment of the debts and 
liabilities of the company during the time while he was a member 
or during a year afterwards. 

If the company has a share capital the Memorandum must 
also state (1) the amount of proposed capital and its share 
division ; (2) that no subscriber takes less than one share ; (3) such 
subscriber must write opposite his name the number of shares he 
takes. 

A comparison of the advantages and disadvantages of carrying 
on a business as that of a sole trader, or of a partnership, or of a 
Limited Liability Company should be possible from the above. 
While extra capital can be obtained by the admission of a limited 
partner , yet the Act has had very little effect and a very small 
number of limited partnerships has been registered, possibly 
owing, in the main, to the formation of private companies of two or 
more persons. It might, however, be mentioned that among the 
advantages of converting a business into a public Limited Liability 
Company are (1) the limit of liability of each member to the amount, 
if any, unpaid on the shares held ; (2) the ability to transfer shares 
freely; (3) the fact that the death of a shareholder does not mean 
the withdrawal of his capital; and (4) the possibility on conversion 
of obtaining increased capital. Whereas among the disadvantages 
are: (1) the publicity given to the names and addresses of the 
shareholders in the Annual Return, which can be inspected by any 
trade rival; and (2) the publicity of the accounts. 

Registration of Business Names. —In 1916 an Act, called the 
Registration of Business Names Act, was passed, the provisions 
of which apply mainly to sole traders and partnerships. 

In order that persons may know with whom they are trading, 
the Act provides that any individual who carries on a business 
under a name which does not consist of his true surname, without 
any addition other than his true Christian names or initials ; and 
any partnership whose trade name does not consist of the true 
surnames of all the partners, must be registered. Registration is 
also necessary when a change of name has taken place ( e.g ., Johann 
Schmidt, who has changed his name and now trades under the 
style of John Smith). 
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The particulars to be registered are, in the case of an individual, 
(a) the business name (and where a business is carried on under 
two or more business names, each business name) ; [b) general 
nature of the business ; (c) principal place of business ; (d) present 
Christian name and surname ; ( e ) any former Christian name or 
surname ; (/) usual residence ; (g) other business occupation 
(if any) ; (h) nationality. If the present nationality is not that 
of origin, the nationality of origin must also be stated. 

Registration is to be effected in London, Edinburgh, or Belfast, 
according as the principal place of business is situate in England 
and Wales, Scotland, or Northern Ireland, and the time allowed, 
m the case of new businesses, is within fourteen days after the com¬ 
mencement of the business 

Individuals and firms which are required to be registered have 
also to give certain information on all trade catalogues, trade 
circulars, show cards, and business letters, on or in which the 
business name appears, and which are sent to any persons in any 
part of His Majesty's Dominions. The information referred to 
is the present Christian name (or initials) and the present sur¬ 
name, any former Christian or surname, nationality if not British; 
and if the nationality has been changed, the nationality of origin. 
In the case of partnerships, the above particulars of each partner 
must appear. It may be noted that these particulars are not 
required on invoices. 

Heavy penalties may be inflicted if the provisions of the Act are 
not carried out, and also if any changes in the particulars arc not 
notified. The registration form containing the particulars requires 
a 5s. stamp. 

In the case of companies registered under the Companies Act, 
1929, returns must be made in which the names and the nationalities 
of the directors must be fully disclosed both in the annual return 
and in the copy of the register of directors. 

Questions 

1. Define Partnership. 

*2. State the rights and duties of Partners under the Partnership 
Act, 1890. 

#3. Give the rules as to the dissolution of a Partnership mentioned 
in the Partnership Act, 1890. 
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4 . What is (a) an Active Partner; (b) a Dormant Partner; 

(c) a Nominal Partner ; (d) a Limited Partner ? 

5. State what you know about Limited Partnerships. 

*6. How is registration of a Limited Company obtained ? What 
particulars are required ? 

7 What is the difference between the liability of a General 
Partner and that of a Limited Partner ? 

8. What is (a) a Private Limited Company and ( b ) a Public 

Limited Company ? 

9. State the particulars required in a Memorandum of Association. 
slO. What are the Articles of Association of a Limited Company ? 

11. State the meaning of the following terms used in connection 
with the capital of a Limited Company—Nominal; 
Subscribed ; Called up ; Paid up ; Working. 

‘12. Into what different classes of shares may the capital of a 
Limited Company be divided. What are the rights in each 
class ? 

13 .What is a Prospectus ? State some particulars which it must 
contain. 

14. Describe the procedure of applying for shares, and of the 

allotment thereof. 

15. What is [a) a Letter of Allotment and (b) a Letter of Regret ? 

16. State some of the particulars required in an Annual Return. 
^7, Give a list of the Statutory books of a Joint-Stock Company, 

and a short account of what each must contain. 

18. What advantages (if any) are gained by converting a 

Partnership into a Limited Company ? 

19. In what cases have business names to be registered ? 
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AGENTS—BROKERS—MARKETS—CORNERS—TRUSTS— 

POOLS—FUTURES—OPTIONS 

Agents. —It is impossible to deal in any but a general fashion with 
the subject of agents, for to enter into the numerous legal points 
that arise consequent upon the exact nature of an agent's duties 
would mean going far beyond the scope of this work. In con¬ 
nection with both the domestic and the foreign trade—and particu¬ 
larly the latter—many manufacturers and merchants do their business 
by means of agents, who secure orders for their principals and keep 
in close touch with the customers. A network of good agents is 
of the first importance in most branches of trade, and as regards 
foreign trade, it is practically indispensable. Sometimes an agent 
acts exclusively tor one house, but frequently for three or four 
houses in different and not conflicting lines of trade. No fixed 
rule can be laid down as to the terms on which agents work ; gene¬ 
rally speaking, it is found profitable and stimulating to the agent's 
zeal to allow him a commission on the turnover, quite apart from 
any other remuneration he may receive for his services, and most 
good agents, to protect themselves, stipulate that such commission 
shall be paid them on all orders emanating from the territory 
covered by them, whether these orders come through their agency 
or direct. Usually the principal bears part of the office rent and 
establishment charges of the agent. It is impossible to state the 
manifold duties of an agent, for they vary so ; it may safely be said 
that the work of every agent is to keep in close touch with the 
customers, and to obtain their orders ; frequently he keeps a stock 
of goods on behalf of his principals, and attends to the dispatch 
thereof to the customers, but in some cases this is done direct by 
the manufacturer or merchant, as the case may be. Sometimes 
the invoice for the goods is forwarded through the intermediary 
of the agent; sometimes direct. Sometimes the agent collects 
outstanding accounts. The chief point to be borne in mind is that 
a a agent does not, as such, sell his own goods or act on his own 
account, but solely on behalf of his principals. Consequently he 
is not (unless by special agreement) responsible for payment for 
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goods sold by him in case his customer fails. It is, however, fre¬ 
quently arranged that an agent shall guarantee payment for all 
goods which he sells on commission, whether he himself receives 
payment or not. In such a case he is called a “ Del Credere ” 
Agent, and in consideration of his extra liability he receives an 
additional commission called a “ Del Credere ” commission. Another 
method of guarding against bad debts is to pay commission only 
on the actual cash received. The obtaining of really good and 
reliable agents, particularly in connection with the foreign trade, 
is one of the greatest difficulties encountered by business men, and 
despite a growing tendency for manufacturers and merchants as 
far as possible to deal direct with customers, there is little doubt 
that the occupation of agent affords excellent openings for smart, 
yet honest, individuals possessed of the requisite push. 

B rok ers . —A broker is an intermediary between buyer and 
seller, an individual who, by means of his connections, brings 
together persons desirous of buying any certain commodity and 
those who have to sell. Although the activities of brokers extend 
to all spheres of commercial life, including insurance, the majority 
have to do with raw materials or produce and stocks and shares, 
and are generally members of an exchange, bourse or other recog¬ 
nised meeting place affording them the needfuTTacilities for getting 
into touch with the right individuals. A broker, also, does not 
act for his own account, but as an agent on behalf of any number 
of principals, to whom he must, on the conclusion of any deal, 
render a contract note showing the exact price at which the purchase 
or sale was effected, he charging a commission for his services. 

Markets. —In a commercial sense a market is precisely the same 
as in a retail sense. It is a place where dealers, agents or brokers 
are in the habit of meeting in order to transact business. Usually 
it is a Stock Exchange or Bourse. In many countries, dealings 
in different kinds of produce, stocks and shares, the chartering of 
vessels, etc., are all carried on in one building, this being the case 
with so important a centre as Hamburg, where often as many as 
8,000 individuals crowd the floor of the Borse (Stock Exchange) at 
one and the same time. In many towns, however, where a speciality 
is made of one commodity, it is found desirable to have a separate 
exchange, or market, for that article, as, for example, in Liverpool, 
Bremen and New York, in each of which there is a Cotton Exchange. 
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In Paris the Bourse de Commerce is a separate building from the 
Bourse which is devoted to stocks and shares, and in London there 
are quite a number of different markets or stock exchanges, as, for 
example, the Com Exchange in Mark Lane, the Coal Exchange 
in Lower Thames Street, the Baltic in St. Mary Axe (grain, furs, 
tallow, oil, etc.), and the Commercial Sale Rooms in Mincing Lane 
(tea, sugar, rubber and other colonial produce). One of the great 
uses of these markets or exchanges, is not only the facilities they 
afford of bringing together buyer and seller, but the fact that by 
this means the ruling price of the commodities dealt in is determined 
day by day, published in lists or papers, and thereby made known 
to all interested parties. 

Cor ner s. —One sometimes reads of certain dealers or speculators 
endeavouring to “ comer ” or “ make a corner in ” a commodity 
or article. By this is meant that a certain individual—usually in 
conjunction with a group of others, for it is seldom that a single 
individual has enough capital resources to achieve the desired 
end—buys up for present and for future delivery, the greater 
part of the available supplies of a certain commodity, thereby 
creating an artificial scarcity. If it is an article of necessity, con¬ 
sumers are compelled to purchase to fill their requirements, and the 
price is easily raised; and the idea of the manipulators of the 
" comer ” is to unload or sell at an enhanced price, and thus net 
handsome profits. 

Trusts, Cartels, Pools, etc. — A trust is an amalgamation of 
a large number of firms engaged in one trade, in the hands of which 
is the whole, or at any rate the greater part, of the country's trade 
in that particular line. Perhaps the best known example is the 
United States Steel Trust, which has a combined capital and deben¬ 
ture debt of $1,476,000,000 (say £300,000,000), and controls the 
greater part of the iron and steel industry of the United States. 
In all countries trusts exist in some shape or form, and the tendency 
appears to be steadily towards an extension of this principle, which 
certainly makes for cheaper production by bringing various smaller 
concerns under one central administration and by eliminating 
competition and the enormous unproductive expenses such as 
advertising, separate staffs of travellers, etc., incidental thereto. 
In so far as it achieves this object the trust idea is sound enough, 
and, viewed from a cold scientific or business standpoint, its 
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devdopment is as much to be welcomed as is the invention of im¬ 
proved machinery, for what machinery does in the way of improved 
methods of manufacture and cheapening the cost of production, the 
bringing under one JiomQgeneous control of several small concerns 
does to improve administration. It cannot, however, be denied 
that in many countries the growth of trusts is viewed with con¬ 
siderable misgiving and hostility by the public, the reason being 
that the elimination of competition to a certain extent raises the 
trusts above the ordinary law of supply and demand, so that they 
are able to regulate production and other conditions and fix their 
prices at a level to suit themselves. In some countries this hostility 
has resulted in Government action, and in the United States in 
particular, the Supreme Court is often appealed to with a view to 
declaring some of the trusts illegal, suits having been entered 
amongst other against the Standard Oil Trust, and the United States 
Tobacco Trust, both of which have been declared illegal. 
Firms not included in a trust are known as “ outside ” firms or 
simply as “ outsiders/ 1 and a trust will often fight an " outsider 11 
by means of cutting prices until it crushes the competing firm 
or induces it to seek admission into the combination 

The trust form is more widespread than many people imagine, 
for its full development is not apparent; the limited company form 
lends itself to concealment of unity of interests, and many a large 
trust, or combination can, by means of shareholdings in other 
companies, control a whole industry or trade without the majority 
of people being aware of the fact. Some of the trusts or combines 
are quite international in character, as, for instance, the great cotton 
thread concern of Messrs. J. & P. Coats, Ltd., which, by means of 
its connection with the English Sewing Cotton Association and other 
concerns of a like character, may be said to play a preponderant 
role in this trade throughout the world. Another well-known ex¬ 
ample is the Imperial Tobacco Company. 

In some countries trusts take the form rather of the Cartel, 
which consists of a combination among all or the majority of pro¬ 
ducers in a particular line, entered into for a certain period only. 
The participants bind themselves down for a given number of years 
to produce only such quantities and to sell only at such prices as 
are determined by a committee, and the cartel often has its own 
selling organisation. 
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A Poolj s usually a working arrangement or agreement between 
a nurnberoif different individuals or firms to carry out one operation 
or a series of operations, each participating in a fixed proportion, 
the pool being dissolved when the operation has been completed. 
Thus, for example, a movement to engineer a comer in a certain 
commodity is often originated by a pool consisting of a number of 
firms or individual speculators who agree, with their combined 
resources, to buy up a certain quantity of the available supplies 
of the particular commodity, the pool being dissolved and the profit 
divided when the operation has been carried through. 

Departmental stores and multiple shops are other examples of 
large-scale trading. The scores are established in towns having 
large populations, and combine within one building in a central 
position a series of retail businesses. The customers are thus 
provided with the means of obtaining goods of all kinds without 
moving from the premises. Each department of the stores is self- 
contained and under the control of a manager, who is responsible 
for the success of his department. Multiple shops are branch 
retail stores controlled from a central office. Many large firms 
open shops in different districts throughout the country, thus bring¬ 
ing the goods as near as possible to the customer. When visiting 
another district or town the customer is able to visit the branch of 
the firm known to him and to obtain goods of a known and uniform 
quality. 

Co-operative societies in some towns open branches on the lines 
of the multiple shops, but the aim of the societies is to eliminate 
the middleman, as the members combine to supply themselves 
with goods which they would ordinarily obtain from the retail 
trader. The ordinary market prices are charged, and at certain 
periods the profits are divided among the members of the society, 
according to the amount of their individual purchases. 

Futures . —lix its simplest form the purchase of a commodity- 
let us say so many chests of tea—consists in the merchant or con¬ 
sumer buying direct, or through a broker, the quantity he requires 
out of a certain stock lying at the docks or in a warehouse. The 
tea is already there and the transaction is quite an ordinary one. 
Suppose, however, that the purchaser does not want to take delivery 
of and pay for the tea for say a couple of months. He might, of 
course, wait that period and then purchase; but he may be 
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apprehensive of a rise in prices and is desirous therefore of purchas¬ 
ing at the moment. In this event he would purchase fo r fo rward 
delivery, and the dealer selling to him, having a consignment on 
the way from Ceylon to London, might sell for delivery two months 
after the date of the contract. This would be buying and selling 
for future delivery, and in ordinary market terms would be a deal 
in futures. As in the case of stocks and shares, dealing in futures 
has passed far beyond the elementary stage here described, and 
merchants sell for forward delivery without necessarily having 
any stock or any consignment on the way, relying upon their ability 
to purchase at a lower rate before the time for delivery comes 
along In other words they are speculating, and similarly many 
buyers of futures are speculators who have no intention of taking 
over delivery of the commodities they have purchased but rely 
upon selling them at a profit before the time for delivery. As a 
result, thousands of transactions take place in all descriptions of 
food-stuffs and produce generally, which are more or less fictitious, 
that is to say, the chests of tea, the packages of shellac, cotton, jute, 
quarters of wheat, or whatever the commodity may be, are merely 
so many gambling counters, and for all practical purposes do not 
exist at all. In some countries there have been attempts to forbid 
these transactions in futures, but it has been found very difficult. 
In support of the practice it is urged that dealing in futures tends 
to steady the prices and to prevent violent fluctuations, but it is 
doubtful whether any slight advantages derived therefrom are not 
more than neutralised by the extreme fluctuations in prices which 
occur through the efforts of speculators and which tend to damage 
the business of bona fide manufacturers. Generally speaking, a 
manufacturer would rather have to pay a higher price for his 
materials so long as that price remained steady, than to have to 
deal with a raw material the price of which was constantly fluctuat¬ 
ing largely, a thing liable to involve him in a heavy loss in the 
carrying out of a contract. Cotton manufacturers in particular 
have suffered a great deal from this, and copper also seems to 
be a favourite counter of speculators in futures. 

Qp noys.—A buyer may have reason to believe that the com- 
moStyTie requires will advance in price, yet he may not be 
prepared to purchase at the moment, or, owing to uncertainty as 
to his requirements, or some additional doubt as to the accuracy 
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of his opinion as to the course of prices, may not wish at the 
moment to pay for either immediate or future delivery. He 
may, however, find a dealer who, in consideration of a certain 
payment, will give him the right to purchase, at the price of the 
4&y or.some other price to be determined, a given quantity within 
a specified period. This is termed" an" 7 ** option.'' The option may 
be in the opposite direction, that is to say, a dealer or speculator 
may by payment of a certain sum, bind another dealer down to 
purchase from him at a fixed price within a specified period so much 
of the commodity if called upon to do so. Sometimes even an 
option is a double one, that is, the holder of it has a right to buy or 
sell. Options are more largely employed for speculative purposes 
than for legitimate trading. 

Questions 

I. State the duties of an agent. 

\ What is a Del Credere Agent ? 

3. Give a definition of a “ Market/' State some of the chief 

markets and the purposes for which they are used. 

4. Define each of the following terms : Corners, Trusts, Cartels, 

Pools, Futures, Options. 

5. What are the advantages and disadvantages of Trusts ? 

6. State in general terms the chief features of a transaction in 

“ Futures.” 

7. What are the advantages sought to be gained by dealings in 

“ Futures " ? 

*8. What are the functions of a broker ? 






CHAPTER VIIi 


OPENING BUSINESS 

As stated in a previous chapter, business in this country is usually 
carried on by what are known as firms sole, partnerships, and com¬ 
panies with or without limited liability. There are also trading 
bodies promoted by special Acts of Parliament, by Royal Charter, 
or by Letters Patent; Municipal and other Corporations, etc., 
and even the Imperial Government carries on distinct business 
trading. 

On obtaining the necessary " working capital/' and by that 
term is meant a sufficient sum of readily available cash wherewith 
to meet all probable business requirements without having recourse 
to borrowing, a firm (a name generally applied to any trading 
concern) will have to open a current account at a bank with whom 
terms of trading will have been arranged. The application of a 
company to open an account is usually made by filling up a form 
similar to the following— 


_19.. 

Gentlemen, 

(Name of Company) _ 

(Registered Office) _ 

On behalf of the Directors, I have to request you to open an 
Account with the above-named Company, and in pursuance of 
this request I hand you herewith— 

1. Certificate of Registration (for inspection and return). 

2. Copy of the Memorandum and Articles of Association. 

3. Certificate to commence business. 

(This is not required in case of Companies formed prior 
to 1st January, 1901; nor of any Company which has 
not invited applications from the public.) 
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4. Certified Copy of a Resolution of the Board of Directors 
regulating the Conduct of the Account. 

I aho append the signatures of the Directors. 

Yours faithfully, 

_Secretary. 

(Name of Company) _ 

We hereby certify that the following Resolution of the Board 

of Directors of the-Company, Limited, 

was passed at a meeting of the Board held on the_ 

and lias been duly recorded in the Minute Book of the said 
Company— 

“ Resolved :—That a Banking Account for the 

Company be opened with the_ 

Insert whether at their_ and that the 

Head Office or said Bank be and is hereby empowered to honour 

Name of Branch. Cheques, Bills of Exchange, and Promissory Notes 

drawn, accepted, or made on behalf of the Company 

State by how many by_ and to 

Directors and Secre- act on any instructions so given relating to the account 
tary or otherwise. or transactions of the Company." 

_Chairman. 

_Secretary. 

Directors. 


Name. 


Usual Signature. 


This form is specially applicable to a limited company, but 
in the case of sole traders and partnerships the form would partake 
of a similar nature. 

Apart from banking matters, there are two very important 
matters to consider—1. Buying, 2. Selling. 

It has been said that to buy well is half the success of business 
trading, and to sell well completes the unit of financial success. 
To buy well means among other things to purchase at the most 
favourable rates obtainable. This can generally be done by persons 
having a plentiful supply of cash, but in business, however, very 
few firms pay cash on delivery of goods—indeed, it is a sign of 
weakness with many firms if they are compelled to pay for goods 
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as they receive them, hence credit plays an important part in 
business life, and it is on account of the demand for credit terms 
that firms on opening business are requested to furnish what are 
known as references, that is, information that will prove to the 
seller that they are persons possessed of some business reputation, 
and that they are financially sound for the amount of credit they 
require. It should be noted that " business reputation ” implies 
a known reputation for honest dealing. The seller as well as the 
buyer requires reputation, and in opening business, this should be 
borne in mind. The former should remember, too, that he himself is 
also " rated " according to the measure of his commercial morality, his 
method of negotiating business, his use or abuse of credit terms, etc. 

Locality of the Business. —A matter requiring careful con¬ 
sideration in connection with the opening of a business is the 
question of the position of the shop or business premises. Full 
inquiries should be made before an endeavour is made to lease or 
buy premises. The retailer will require shops in or near the chief 
marketing centre, and the manufacturer will need to be assured 
that the premises are close to the market and that transport 
facilities are available to expedite distribution. 
v Engaging Staff. —On the selection of the staff depends the 
success of a business undertaking, and whilst every business man 
will endorse that statement, it is a fact that special care is not 
always exercised when this work is being carried out. It involves 
many considerations. 

As far as he is able, a person just commencing business must 
consider the number of persons he will probably require in each 
of his several departments, bearing in mind the cost, and the degree 
of efficiency he will require of each employee. In considering 
the cost he will naturally compare his probable wages bill with his 
probable volume of trade, providing so far as he is able, {hat his 
staff will be neither larger nor smaller than what will be required. 
This important matter having been given full consideration, he 
will proceed with the selection of his staff. Naturally the qualities 
which count will vary in men according to the particular class of 
work for which they are required. Thus in the selection of a sales¬ 
man or a traveller he must have a man who is thoroughly con¬ 
versant with the particular class of goods to be sold, who is smart 
in appearance, of good address, of ready wit, gifted with the power 
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of speech and capable of creating a desire in others for his firm's 
goods ; in short, one who thoroughly understands the art of sales¬ 
manship. In addition, he will find it an advantage to have in such 
a man one who knows the principal buyers of the goods that it is 
desired to sell. 

In his book-keepers he will look for accuracy, neatness, quickness 
and method in work. He will also expect them to understand 
thoroughly the principles of book-keeping and accountancy, and 
it will be a decided advantage if they are capable, when necessary, 
of acting in some other capacity in the office. The work of typists 
and other correspondence clerks demands a ready knowledge of 
good commercial English, ability in shorthand writing and typing, 
and an acquaintance with modern business methods, and in the 
case of foreign correspondents, the ability to read, write, and speak 
in the languages necessary. 

Cost, estimate, and statistical clerks should possess special 
knowledge, and they should be encouraged at all times to acquire 
such information as will enable them to be always up to date in 
carrying out their several duties. 

Whilst care is always required in the selection of every member 
of the staff, special consideration will have to be given in the selection 
of the Secretary, Accountant, Cashier, Department Head, Agents, 
and General Manager. 

v-General Manager. —The General Manager is one who must 
attempt to stand, at least metaphorically, in the shoes of the 
principal. He may, in fact, be the principal himself. He should 
be capable of comprehending the general requirements of the 
business; able to organise a system or systems of trading; to 
recognise the limits of systems ; to forecast in a measure the future 
in so far as the business requirements are concerned; to read 
character; to handle men tactfully ; to face a “ situation ” with 
calmness, and to act prudently and firmly. 

\ Secretary. —If the business be that of a limited company, a 
Secretary will have to be appointed, and whilst in a small business 
he may perform the duties of cashier, and perhaps of accountant, 
he will have special duties to perform which can but be briefly 
mentioned here; such are attending and recording proceedings at 
meetings of directors and shareholders of the company, and 
arranging for the carrying out of instructions given at such meetings. 
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and attending to all statutory requirements imposed by the Com¬ 
panies Act. Besides having had a good general education, he 
will need to have specialised in the principles and practice of 
Secretarial Work, Mercantile and Company Law, etc. 

Accountant. —The Accountant is the person who has or should 
have complete charge of the accounts of the business, and it is 
his duty to organise his department with the object of keeping 
thoroughly accurate and up-to-date records of the accounts, so as to 
be in a position to give reliable data whenever called upon. He 
must be in every respect a skilled man of accounts. 

Cashier. —The Cashier has extremely important duties. He not 
only receives and pays cash, bills of exchange, promissory notes, 
etc., but he must see that the moneys due to his firm are paid at 
due date ; that customers' credit is not extended beyond agreed 
limits; that his payments are made at due date or, where funds 
are in plenty, at previous dates if by so doing he may obtain a larger 
discount, but this latter will be only by arrangement with his 
principals. To ascertain the standing of firms is a duty usually 
assigned to the cashier, and he is the person who usually makes 
all arrangements with banks, e.g., for temporary loans, overdrafts, 
etc. On account of handling vast sums of money, it is desirable 
that the cashier should be insured under a policy of fidelity guarantee 
insurance. 

Department Head. —A Department Head is practically the 
head of a particular business, as in most cases he will, so far as his 
department is concerned, be responsible for the buying and selling, 
the selection of his staff, etc. 

A few remarks of a general character may be offered. 

Whilst as far as possible division and specialisation of labour 
is desirable, a system should be arranged so that on an untoward 
event happening to one of the employees, his duties may be under¬ 
taken by some other person, thus preventing, as far as possible, 
a dislocation of any part of the work of the staff. In the case of 
important officials or other valued members of the staff, it is gener¬ 
ally wise to enter into agreements of service with them for a period 
of years. 

Whilst many firms advertise for men, it will generally be 
found that the best men are obtained by the recommendation of 
9 ther$. 
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The question of remuneration cannot be dealt with here as it 
is one involving consideration of special circumstances. Never¬ 
theless it will be found in practice that the payment of good wages 
gives satisfaction not only to the employees but, in the end, to the 
employer also. 

Where female labour can be readily obtained, it is generally 
cheaper than that of males, but the efficient woman worker is now 
obtaining a higher rate of remuneration than was the case some 
years ago. 

Boy labour is necessary, but unless there is some understanding 
or agreement as between the employer and the parent of the boy, 
it is often unsatisfactory. Many instances can be given of youths 
having been employed for a year or two with some particular 
employer, and on being approached by a trading competitor have 
changed their service and frequently have imparted business 
information to the new employer. To mitigate this evil, some large 
firms now insist that the parents of those whom they engage should 
enter into agreements binding the parents to retain their sons 
in the business for a period of, in many cases, five years, in return 
for which a higher rate of remuneration is given and the business is 
taught. This course is very much on the lines of the old appren¬ 
ticeship system. 

The utmost confidence should be expected from and given to 
each member of the staff. Honesty and integrity, smartness, and 
efficiency are qualities which are obviously looked for. 

Making Inquiries through Bankers, Inquiry Agencies, 
etc. —On being asked for references the buyer will usually name 
his bankers, and if he has done business with other firms he will 
mention the names of one or two of them. In the case of firms 
just commencing business, any references in addition to the bankers 
must come from persons or firms known to the proprietors, but 
a common practice is to furnish the seller with a statement of the 
financial position of the buying firm. Naturally, in many cases 
this formality will not be necessary, particularly if the principals 
are men of known standing. 

The information that a bank can give of a customer is based on 
the amount standing to his credit at any fixed date, or the average 
amount over a certain period; the amount of cash received and 
paid within a given time ; the frequency or otherwise of requests 
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for overdrafts, etc., and sometimes information gleaned by the bank 
from other clients and firms. 

Information in regard to the standing of firms is also obtained 
by what are known as inquiry agencies who, in consideration of 
an annual subscription, and usually for a nominal fee for each 
enquiry, will furnish very reliable information concerning most 
trading firms. Certain of these firms issue annually a book which 
gives a ready clue to the standing of many thousands of firms. 
In subscribing to such agencies, the understanding is that the 
information contained in the books and other documents furnished, 
is strictly private, and is not to be made public; that there is no 
absolute guarantee that the information given is strictly accurate, 
and that the inquiry agencies do not hold themselves responsible, 
in regard to the information given. When a special inquiry is 
required, a form usually termed a " status inquiry form ” must 
following is an example— 

Do NOT PUT MORE THAN ONE INQUIRY ON 
this Slip. 


Inquiry Number. Registered Number. 21411 

Telegraphic Address :—“ Slow .” 

To The Ftndall Enquiry Agency. 

(Here is given the name of the enquiry agency.) 

I, the subscriber named at the foot herewith, will, 
in accordance with the understanding made between 
us, undertake that the answer to be received from you 
to this inquiry shall be treated as strictly confidential, 
and that you will not be held responsible for any errors 
of judgment, opinion or mistakes contained therein. 


Name A. Bunston <5- Co., 

Business Retail Linen Drapers, 

Detailed Address 2, Newhaven Place , Rochester . 
Special information asked for What credit to give . 
What is composition of firm ? 

Subscriber's Signature 
or 

Date 27-10-19... Recognised initials, etc. Slow. 


be filled up. The 


Registered 

number, 

21411 


No. of inquiry, 
2964 

Name A. B. 6* Co. 

Address_ 

2, Newhaven Place, 
Rochester. 

Business Linen 
Drapers. 


Date 27 th Oct., 19.. 
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In the books issued annually by the inquiry agencies, each firm 
referred to is " rated ” somewhat in the following manner— 

Firms of the highest possible standing may be rated H 

Firms designated “ very good ” may be rated V 
,> „ " good ” „ „ G 

Other firms may be rated D 

The letters H, V, G, and D may be again rated as H 1 , H 2 , V 1 , 
V 2 , etc. 

Agencies give information as to the general standing, the amount 
of capital, often the volume of trading done, and the amount each 
firm is " good for." 

At varying periods subscribers receive circulars which contain 
notices as to the registration of new firms, of insolvency, of bills 
of sale and satisfactions, deeds of arrangement, etc., mortgages and 
charges by limited companies, County Court judgments, in 
addition to which there are frequent articles on financial and legal 
matters. Certain of these inquiry agencies also undertake to collect 
accounts. 

The person responsible in any business house for the financial 
standing of customers will, in addition to having recourse to bankers 
and inquiry agencies, adopt other methods in order to obtain the 
most precise information with regard to the financial standing of 
customers or prospective customers. He may— 

1. Request information from persons whose names have been 

given as references. 

2. Request a copy of the balance sheet and other documents. 

3. Make a personal call and an examination of the books of 

account (this method gives information as to the firms 
with whom business is done), and where he considers it 
desirable, he may demand that an amount should be always 
kept on deposit. 

In almost every business it is the duty of a finance man to watch 
closely the accounts of customers with a view to 

(а) obtaining payment at due date, 

(б) preventing an undue length of credit, and 

(c) guarding against insolvency. 
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On the other hand, it is his duty to see that the accounts for which 
he is responsible are paid at due date, and this practice includes 
payment by bills of exchange, promissory notes, etc., wheie issued. 
Inability to meet accounts at the proper time or any apparent 
liberties taken with credit terms may be considered a weakness 
in the firm practising it. 

Examples of Replies from Inquiry Agencies 

The West Reef Manufacturing Company, Limited, 
Nova Scotia 

19 th January, 19.. 

G. W. Gonsomalo, who has been President of this Company since 
its inception, sold out his stock to the Vice-President, George M. 
Sayers, a few months ago, and the stock is now held principally 
by the latter. The business has been successful, and has been 
developed very largely in the West. 

The Capital Stock and Reserve Fund are understood to be over 
$50,000, and their credit continues good with the trade as before. 
They have moved into their new factory, which is more convenient 
and better equipped than their former premises. Sayers is now 
President of the Company. Prospects good. 

The White and Black Company, Limited, Manchester 

\9th August , 19.. 

Mr. Henry Moriarity, senior member of this firm, died on Monday* 
last, and as yet it is difficult to get much data regarding the affairs 
of the business. He is said to have carried quite a large amount 
of life insurance—some £20,000. 

Leaving out the real estate, in which there was a surplus of' 
£2,000, it is said that their balance at the close of last year gave a 
nominal surplus of £15,000. 

It is thought that the business will be continued, and that his 
son, Mr. Rufus M. Moriarity, will develop ability—the responsibility 
principally resting upon him as he was his father's right-hand man 
in the past. It is also claimed that their position has improved 
somewhat during the past year—said to have reduced their indebt¬ 
edness to some extent. 
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Inquiry to a Business House 

Manchester, 

U)th May, 19.. 

Messrs. H. B. & Co., 

London. 

Dear Sirs, 

The firm mentioned on the enclosed slip have requested us to 
open an account with them on agreed terms, and they have referred 
us to you as being a firm with whom they have done business for 
many years. We should be glad to know for what amount you 
consider them to be good. 

In thanking you in anticipation, we shall be glad at any time to 
render you a similar service, and we shall, of course, treat your 
reply as strictly confidential. 

Yours faithfully, 

J. Angel & Co. 


Reply to Inquiry 

London, _19_ 

Messrs. J. Angel & Co., 

Manchester. 

Dear Sirs, 

With reference to your letter of the 10th instant, we wish to say 
that this firm has enjoyed our confidence for many years, and we 
consider them good for a credit of £500. 

Yours faithfully, 

H. B. & Co. 

A FORM TO BE FILLED UP ON A TRAVELLER OPENING 
A NEW ACCOUNT 


Name of Firm Newsharp and Co,, Ltd, 

Address 2, Henrietta St., Accrington. 

Probable Credit required ^250. 

Terms Monthly accounts due 10 th following month hut one. 
References R. Steadman & Co,, Wine Merchants, Accrington. 
The Universal Banking Corporation, Ltd,, Accrington. 
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Financial 

Are there any Mortgages, Debentures, or Secured Debts ? No. 


Have they ever been in financial difficulties ? If so, when ? No. 


General 

When was Firm Established ? 1889 

Stock Usually carry £5,000 worth. 

Management Under personal direction of Mr. R. Newsharp , Managing 
Director. Apparently well managed. 

What reputation does the firm bear ? Well known in the trade. Cautious 

people. 

From what Firms in our trade are they at present buying ? 5. Merthens 

6- Co., Ltd., J. Newsome, Ltd., and several Manchester houses. 

Signature of Agent or Traveller A. Wideawake. 

Questions 

1. What is the procedure usually adopted by a merchant who 
^ wishes to open a ||rrrent account at a bank ? 

2. What particulars arefysually required from a limited company 

when opening a banlcing account ? 

*✓3. Write a short essay on the “ Factors of Business Success.” 

4. What are the duties of (a) a Secretary; ( b) a Cashier ? 

5. To what points would you give consideration when engaging 

a Book-keeper ? 

%. How would you obtain information regarding a firm that wished 
to do business with you. 

7. What is an Inquiry Agency, and for what purposes does it 

exist ? 

8. Write a letter to an Inquiry Agency regarding the standing of 

the firm with whom you propose opening an account. 

9. Write a reply to the letter referred to in Question 8. 
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SALES AND PURCHASES 

Sales and purchases are effected 

(1) by direct application at the buyers or seller's place of business * 
(2) by letter, telephone, or telegraph ; (3) by order given on an Ex-f 
change or to an agent, broker, factor, commercial traveller, etc. ) 
(4) by auction, etc. 

Matters of practical importance in the buying and selling of goods 
are the following:—Type and quality and general suitability of 
goods for the market; price of the goods, bearing in mind (a) their 
cost and a proper margin of profit; ( b ) the prices of competitors 
for similar goods; (c) the means to be adopted in the disposal of 
the goods; ( d ) the determination of cash and credit terms to 
customers, etc. 

It is of the utmost importance that all orders should be given 
in writing. Such a practice prevents misunderstanding as to the 
conditions on which the purchase or sale has been effected, and 
further, it makes an order binding as between the parties. 

An order given otherwise than in writing should be confirmed 
as soon as possible by buyer or seller, all the essential details being 
recorded. 

Naturally, before accepting an order, the seller will have con¬ 
sidered the financial standing of his customer, and if the terms are 
not C.O.D. (cash on delivery), he will ask for, or make inquiries as 
to references (see previous chapter). 

Binding Contracts. —Under the Sale of Goods Act, 1893, 
“ A contract for the sale of any goods of the value of £10 or upwards 
shall not be enforceable by action unless the buyer shall accept 
part of the goods so sold, and actually receive the same, or give 
something in earnest to bind the contract or in part payment, or 
unless some note or memorandum in writing of the contract be 
made and signed by the party to be charged or his agent in that 
behalf." 

“ The provisions of this section apply to every such contract, 
notwithstanding that the goods may be intended to be delivered 
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at some future time, or may not at the time of such contract be 
actually made, procured or provided, or fit or ready for delivery, 
or some act may be requisite for the making or completing thereof, 
or rendering the same fit for delivery.” 

A Contract in ordinary business parlance is usually understood 
to be an agreement for the sale of goods for delivery at some 
future time. 

Contract Note.—A contract note is sometimes issued. It may 
be granted by an agent on behalf of his principal or direct as between 
trader and trader. Certain of these contract notes require stamp 
duty. The following is an example of a contract note on a sale of 
shares. 


Example of Broker’s " Sold " Note 


229, Bank Street, 

Manchester. 

21th June , 19.. 

Broke, Stock & Co. 

Bought by order and on account of 
Mr. Henry Roseberry 

(Subject to the rules of the Manchester Stock Exchange) 


100 M. N. Co.’s Pref. Shares 


£ 
2 i 


287 10 


0 


Brokerage @ 3d share 15 0 

Stamps 3 0 0 


£291 15 0 


Broke , Stock <5* Co., 

Stock & Share Brokers. 

On the next page is an example of contract note with binding 
contract. 

toTATiONS,_PRiSjB..J f iSTS > etc— A quotation may be given 
orally or in writing. It is simply a statement by a would-be 
seller giving the prices and conditions on which he will supply 
certain articles. It is usually given after an inquiry has been 
made. 

A price list is essentially a list of quotations. 
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QUOTATION 

Parkinson, Peak & Company, 
Cheese Merchants, 

Stilton House, Cheddar Street, Manchester. 


Messrs. J. Birkbeck & Co., 

Southend Street, Colne. 


8th July, 19.. 


Dear Sirs 

We beg to offer you goods at the following quotations, which are 
our extreme limits— 

Cheshire, No. 1.78/-j 

„ No. 2.75/- Ex Manchester. 

Cheddar, superb.80/-) 

We await your valued favours, and beg to remain, 

Respectfully yours, 

Parkinson, Peak & Company. 

Pr^ce List. —A price list is furnished either at the wish of a 
probable buyer or as the seller thinks fit. The prices therein 
mentioned are the actual prices at which the firm issuing the 
list is prepared definitely to sell. In this respect it differs from 
a Price Current , a document which is intended to give only 
the general trend of prices, the latter not being in any way 
binding. 

Frequently price lists are issued with conditional clauses " for 
this day only," or " subject to being in stock or receipt of order 
by return." These forms are illustrated in Chapter I. 

Tenders. Estimates and Specifications.— An Estimate is 
a document showing the prices and conditions under which a 
person offers to supply certain goods, or to perform a particular 
piece of work* It is not usually sent until a request is made 
for it. 
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Form of Estimate 


G. C. Henshall, Esq., 

Priory House, 
Prestonpans. 


Walker Road, 

Prestonpans. 

8 th July, 19 


Dear Sir, 

I undertake to do the following work at Priory House, and 

perform it to your entire satisfaction— 

OUTSIDE. Paint all outside walls with two coats best oil paint, 
and a final coat of white enamel; down-spouts, etc., 
to be varied by red. 

INTERNAL WORK. 

Drawing Clean off all paint on woodwork, and repaint in colours 

Room to be approved by you, two good coats of best oil 

paint. Strip walls and ceiling, thoroughly wash them, 
and cover with Duresco. 

Dining The same treatment as Drawing Room with the 

Room. exception of the ceiling, which is to be treated in 

accordance with special design submitted and approved 
by you. 

PRICE. My price for the above work is the sum of one hundred 
and ninety pounds (£190 Os. Od.) 

Yours faithfully, 

George Decorator. 


—Advertisements like the following frequently appear 
in the daily press, and it is the custom for public and other large 
bodies to advertise in this fashion— 


MANCHESTER ROYAL INFIRMARY 


TENDERS FOR PROVISIONS, COAL, ETC. 

The BOARD of MANAGEMENT are prepared to RECEIVE, 
on or before 9 a.m. on Wednesday, May 24, separate and sealed 
TENDERS, properly endorsed, with samples if practicable, for 
the SUPPLY to the above Institution and to the Barnes Con¬ 
valescent Hospital, Cheadle, Cheshire, of Bread, Meat, Butter, 
Cheese, Bacon, Beer, and Groceries for a period of six months 

9~ (X4»i) 
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from the 1st July next; also for the supply of Pure Unskimmed 
Milk for a period of twelve months from 1st July next; also for 
the Supply of Best House Coal, Engine Coal, and Slack for a period 
of six months, or alternately for twelve months, from 1st July next. 

Forms of tender and all information may be obtained on 
application at the Infirmary. 

The Board do not pledge themselves to accept the lowest or any 
tender.—By order, 

Walter G. Carnt, General Superintendent and Secretary. 
Manchester Royal Infirmary, 17th May, 19.. 

The estimate forwarded in reply to such an advertisement is a 
tender. A tender may be an offer to purchase or to sell goods, or 
to perform certain specified work. It should be noted that the 
person inviting the tenders is not bound to accept the lowest or 
any tender offered, and that no contract exists until a tender has 
been accepted. 

All documents intended for the perusal of foreigners, should, 
as far as possible, be couched in the language of the country to which 
they are destined 

Commi ssions and Brokerage. —Agents, that is, persons who 
buy and sell and perform other services on behalf of their principals, 
are remunerated for their services by payment of what is known 
as commission. This payment is usually calculated at a percentage 
on the amount of business done, represented either by the actual 
amount of the sales or by the actual amount of cash received from 
the sales. 

When agents represent a number of business houses, they are 
often spoken of as Commission Agents. 

An agreement should always be entered into by firms with their 
agents, such agreements clearly indicating the terms and conditions 
of each agency. 

BRO KER ASgy—Brokerage is the amount paid to a broker as the 
price for his services. This, like commission, is usually paid on a 
percentage of the business done, but whilst it is usual for brokerage 
to be charged on every transaction as it takes place, the commission 
to an agent is paid at greater intervals of time, say monthly or every 
three or six months. A broker performs duties similar to an 
agent, but it is not usual to enter into an agreement with him. 
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His duty is mainly to buy or sell goods or negotiate other business 
for principals when and as occasion requires. 

/An agent, particularly a representative of a firm in some par¬ 
ticular town, is generally expected to be prosecuting daily the 
business of his principals. 

*/A broker is an intermediary and the agent of both buyer and 
seller for the purpose of any particular transaction. The brokerage 
paid to stockbrokers is often termed commission. 

A Del Credere Commission is an additional commission charged 
by an agent, in return for which he guarantees payment for the 
goods sold through him. 

Discount is an allowance made by the seller to the buyer 
and consists of (1) what is known as a trade discount which is given 
either as custom of the trade or on some special consideration, such 
as the taking of large quantities of goods. In many businesses, 
e.g. f some sections of the hardware trade, the nominal market 
prices of goods are seldom altered, but when the market rises or 
falls the trade discount is reduced or increased ; (2) a prompt or 
cash discount which is allowed in consideration of prompt settle¬ 
ment of accounts or for payment within a stated time. If an 
account is paid before due date there is usually a further cash 
discount. 

Discount is generally calculated at so much per cent., but in 
some cases it takes the form of interest at so many days. 

Payment of Accounts.— Payment of accounts is regulated by 
custom of trade and by agreed terms. No generally applicable 
statement can be made as to the terms of such payment. While 
some accounts are strictly net, others are subject to a discount, 
the latter varying according to the circumstances. 

It is common when accepting bills of exchange as payment for 
accounts, not to allow discount, but here again there is no uniformity 
in practice, interest or discount being allowed by many firms in 
consideration of receiving good three months' bills. 

The following terms are used in connection with " payment 
of accounts." 

" Prompt cash " means payment practically as soon as the goods 
are delivered. In actual practice, it allows time to examine the 
goods, and whilst in some cases it is as much as fifteen days, the 
average time is three days. 
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“Ngj;” or " Ready, cash,” sometimes termed '‘cash," means 
settlement within a period of ten days. 

The above terms strictly indicate net values, the practice being 
if there is a discount, to deduct it from the invoice amount thus— 

£ s. d. 

To goods . 500 0 0 

Discount 2\% .. .. .. 12 10 0 


" Net cash ” .£487 10 0 


or to name the gross amount, e.g., £500, and then to write " Less 
2\% due net cash.” 

CJJjJX —C.O.D. terms are such as compel the buyer to pay for 
goods immediately before they are handed over to him. 

In this connection the letters C.B.J). are sometimes used to indicate 
" cash before delivery.” 

The term C.O.D. also refers to the Inland Cash on Delivery Service 
of the General Post Office, which came into operation on the 29th 
March, 1926, and which is additional to the existing C.O.D. Service 
to and from certain British Possessions and certain foreign countries. 
The Inland Cash on Delivery Service now applies to everything 
which can be transmitted by inland parcel post, registered and un¬ 
registered, and by registered letter post, up to a maximum value 
of £40. The trade charges in connection with this service are given 
on page 33, and these charges are collected from the addressee by 
the Post Office and remitted to the sender of the parcel. 

The payment of accounts in connection with foreign trade is 
largely in the hands of banks or other representatives who hold 
the bills of lading for the goods shipped for (1) payment in cash; 
(2) acceptance of a bill of exchange for payment; or (3) payment 
of the value of a bill of exchange. 

The following terms are often seen on shipping invoices: "jggsh 
agaip st docum ents.” indicating that the goods must be paid for 
on delivery of the bill of lading and policy of insurance; " document s 
against acceptance,” indicating the above documents must not 
T^'hanSed over until a bill of exchange is accepted. “ poci^nent s 
aga inst pay ment ” indicates that the buyer must pay or honour 
aom of exchange before being entitled to shipping documents* 
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Conditions of Sale. —The following terms are used in 
connection with terms and conditions of sale and purchase of 
goods— 

Quality. 

I Pattern or Sample . A sample is a specimen of goods, par¬ 
ticularly of raw products, food-stuffs, etc. A pattern refers 
chiefly to specimens of manufactured goods, such as silks, 
cotton goods, etc. When goods are sold by pattern or sample, 
the seller guarantees that the goods in bulk shall be fully equal 
to that pattern or sample. 

Type or Standard .—This term is used when referring to a 
recognised standard or type of goods (mainly agricultural). 
Goods sold on these terms are usually sold " to arrive/' that is, 
for delivery at some future time. Should the goods when 
tendered be inferior to the type, an allowance is usually made. 
In some cases, where a difference exists between the standard 
and the goods tendered, the custom of the trade is to refer 
the matter to arbitration. 

- Description , sometimes termed Brand .—Where goods are 
sold according to some particular description, they must be 
strictly in accordance with that description. This term is 
also used when goods are sold under well-known names or 
brands, or it .may be, under a certain trade-marl^. 

■ C3? 

The following are common terms relating to price— 

Loco .—When goods are quoted " loco." it means that the 
price is fixed " just where the goods are " and the buyer has 
to pay for removing them. 

At Station , signifies the price, delivered at the seller's railway 
station, cartage paid. 

On rail means that the price includes all charges up to the 
time the goods are placed in the Railway Company's trucks. 

Free alongside (f.a.s.) indicates that the price includes all 
charges incurred in placing the goods alongside the vessel 
(barge or lighter charges inclusive). 

f.o.b. {free on board ).—This price includes all charges up to 
and including the placing of the goods on board, but not 
freight. 
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c. &f. (cost and freight). —This is the price inclusive of all 
charges to the destination of the vessel, except insurance. 

c.i.f ’ (cost, insurance and freight). —As “ c. & f.," plus 
insurance. 

Franco , or “franco domicile ," “ rendu " or “free” —When 
goods are sold “ franco " etc., the price includes all charges 
up to and including delivery at the buyer's address. This 
includes any import duty and every other possible charge. 

In the Import Trade the following terms are used— 

Landed terms , meaning the price to include all charges up to 
and including the landing of goods at the port of destination. 
It may include barge or lighter charges, dock dues, cartage, 
etc. 

In bond .—When goods are " in bond " they are lying in what 
is known as a “ bonded warehouse " and cannot be removed 
until the necessary duty has been paid. When goods are sold 
“ in bond," the duty will be paid by the buyer. 

Duty paid. —Duty-paid goods are goods on which all duty 
has been paid. 

Delivery. 

The seller must give reasonable facilities to the buyer to obtain 
possession of the goods purchased, though unless the contract 
for sale stipulates, he is not compelled to carry them to the buyer. 
Under the heading “Delivery" may be noted the following terms— 

Ready delivery means that the goods are ready to be delivered 
immediately. 

Prompt delivery also means that the goods are ready to be 
delivered, but in some cases it means that they will be delivered 
in a few days. 

Near delivery .—This means that the goods are likely to be 
delivered in a few days. 

Forward delivery. —In this case the goods are to be delivered 
at some future time. 

Example —Goods sold in April for delivery in August. 

To arrive. —Goods bought " to arrive" are chiefly goods which 
are on the high seas, i.e. t imported goods. Delivery will bo 
effected as soon as they are received by the seller. 

/.<*.$.—See under “ Price ” re this term. 
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Free overside. —Where goods are sold " free overside " the 
seller's responsibility ceases as soon as they leave the slings 
overside the ship. The buyer must provide lighters to 
receive the goods. 

Spot. —Goods sold " spot " are goods actually in sight, “ on 
the spot " and ready for delivery. 

sEx quay. —Goods to be delivered ex quay are to be taken 
by the buyer when the goods are landed on the quay. 

Prompt sale means a sale of goods to be paid for and to be 
delivered on a certain date known as the “ prompt date." 

- Ex ship. —A term used to signify that as soon as the goods 
leave the vessel the seller's responsibility ceases. 

Ex warehouse. —Goods are sometimes sold on " ex ware¬ 
house " terms. This means that the price is practically loco . 
Removal must be made by the buyer from the warehouse of 
the seller. 

Shipment. —By the term “ 16th April, shipment " it is under¬ 
stood that goods are to be on board by the 16th April or that 
the vessel must sail by that date. In connection with the latter, 
the term 44 sailing " is used. 

Payment. —See under “ Payment of accounts," page 123 
s' 

General Conditions of Sale. 

The Sale of Goods Act, 1893, applies generally to all purchases 
made in this country and should be carefully perused by traders. 
Contracts relating to the sale of goods, wares or merchandise are 
exempt from Stamp Duty. 

t 44 A Condition is something on which the contract depends, 
and which if broken or not fulfilled will entitle the party not 
in fault to repudiate the contract, but if he chooses he can pro¬ 
ceed with the contract and sue the other party for breach of 
warranty." 

/ " A Warranty is merely a promise, express or implied, that 
in case there is a failure to perform the terms of the contract, 
the party injured by such failure shall be entitled to 
compensation." 

Example— 

Mr. X. offers to sell his horse for £150. Mr. M. says he 
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will take it if Mr. X. will warrant that the horse is free from 
vice and sound in wind and limb ; otherwise he will not 
buy. On Mr. X. giving such warranty, Mr. M. buys the 
horse. In such a case, the granting of the warranty is 
the “ condition ” on which Mr. M. bought the horse, and 
therefore if the horse be unsound, etc., the condition is 
broken and in such case Mr. M. can compel Mr. X. to take 
back the horse and return to him the purchase money, but 
he may, on the other hand, keep the horse and sue for 
damages—say for a reduction in the price. If Mr. M. 
had agreed to buy the horse without stating that he bought 
it only on the understanding that it was sound, etc., but 
had simply asked for a warranty from Mr. X., he would 
receive a “ warranty ” pure and simple, and could then only 
sue for damages if the horse proved unsound, i.e. t if not as 
warranted. He could not demand his money back and 
return the horse. 

Unless the circumstances of the contract are such as prove 
a different intention, there is an implied condition on the part 
of the seller that he has a right to sell the goods; and where 
there is an agreement to sell, that he will have the right to sell 
the goods at the time when the property is to pass ; and that 
the buyer shall have quiet possession of them. When goods are 
sold by sample, the bulk must correspond with it, and the 
buyer is allowed to compare the bulk with sample. Where 
sold by description the goods must correspond with that 
description. In both cases the goods must be merchantable. 

/Seller*s Rights .—If a buyer wrongfully neglects or refuses 
to pay for goods, the unpaid seller can sue for the amount of 
them. While in possession of goods, the seller has a lien or the 
right to retain them for the amount of their value. 

In case of insolvency, he has the right of stopping the goods 
in transit. In certain cases he has a right of resale. 

V Lien .—An unpaid seller of goods who is in possession of them, 
can keep them until the time he is paid, unless terms of credit 
have been arranged. 

4 Stoppage in transitu .—Where the seller has parted with the 
goods, and before payment the buyer becomes insolvent, the 
former may request delivery to be withdrawn, but if the goods 
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are actually handed over to the buyer the transit is at an end 
and the seller has lost his rights. 

Resale. —An unpaid seller can exercise a power of resale 
under the following conditions— 

1. Where the goods are perishable. 

2. Where, by the terms of the contract, the seller expressly 

reserves to himself the right of resale in case the buyer 
makes default. 

3. Where the seller gives notice to the buyer that he intends 

to resell and the buyer does not, within reasonable time, 
pay for the goods or tender the price for them. 

✓ Goods on approval .—Goods on approval are goods that may 
be accepted or refused after examination. 

Auction .—A sale by auction is complete on the fall of the 
hammer, but before that happens, any bidder may retract his 
bid—not afterwards. 

Records of Purchases and Sales. —There is now a large 
amount of statistical data kept in business houses not the least 
important of which are records of purchases and sale_ 

Records of purchases are kept mainly with the idea of iig 
ready information as to the particulars of certain lines ot gc^ds, 
and from whom they can or have been obtained, etc. 

Records of sales refer either to sales to individual customers or 
to aggregate sales. All such records may be kept wjth advantage 
on the card index principle, e.g .: Card Index for recbrding Sales to 
individual customers. This card may be perused by a representa¬ 
tive before calling upon a customer. It is also used by Directors or 
Partners at intervals, the object being to maintain previous trade 
or to increase it. 



Name of Customer, Oldham, Fernley & Co., Ltd. _ _ 

Address, Lever St., Leicester . 

Account opened, Jan., 19 . . 

SALES FOR YEAR ENDING DEC. 30th. 


Dpt. 

' 

1926 

1927 

1928 

1929 

1930 

1931 

1932 1933 

1934 

1935 

H 

£ 

202 

£ 

300 

£ 

515 

CO 

o 

£ 

470 

£ 

£ \ £ 

£ 

£ 

j 

99 

i 

105 

720 

250 

190 



T 

1 79 

1 

218 

144 

272 

! 


D 

77 

760 

1,015 

875 

643 ; 1 


W 

1 

20 

650 

7901 , 


A 

260 

520 

110 

792 

1,010 1 1 i ; 


K 

j 700 

290 

2,700 

3,107 

5,011 i ! 



F ! 

i 

! 







P 

■ 990 

760 

998 

2,400 


\ 



\there 





\ \ 


u I 

i 

1 

90 

790 

1,110 


1 

j 




1 

_ 



1 1 ! 

i , ! 

Total 

1,338 

3,044 

6,148 

8,396 

11,896! 

1 | 
i { 


Terms. 20/19, due 15 th following month, J2 J%. 


Names of Buyers. Henry Taylor . 


T. Smith. 


Jas. Schofield . 









BACK OF CARD 

Date of Visits. Remarks. 

2nd May, 19.. General call, 0. F. Co. apparently doing large trade. 
T. M. 

3rd Jan., 19.. Saw Mr. Smith, Managing Director, re terms ; premises 

extended since last visit. T. M. 

6th July, 19.. Mr. Smith called at Oldham St. and made purchases in 

Dept. P. {new). 

6th Aug., 19.. O. F.*s Capital increased to £200,000. 

2nd Sept., 19.. Friendly call. T. M. 

I 

3rd July, 19.. j „ „ T. M. 

4th June, 19.. Mr. Henry Thompson appointed a Director. 


30 th Dec., 19. . A jc fully examined ; very satisfactory. J. F. 
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Week ending _ 9th Sept., 1931 — 

Made out 12 th Sept,, 1931_ 

SALES STOCKS 

1931. 1930. 


Depart¬ 

ment. 

Week 

ending. 

9/9/31 

Average 

previous 

four 

weeks. 

Since 

Stock¬ 

taking. 

Since 

Stock¬ 

taking. 

Average 
of 
four 
weeks, i 

9/9/31 

Last 

Week. 

Last 

Year. 


£ 

£ 

~7~ 

£ 

£ 

£ 

~"r 

“7" 

A 

5,700 

5,200 

75,000 

73,000 

5,000 

10,500 

10,000 

11,250 

B 

2,100 

1,900 

30,100 

25,000 

1,600 

5,900 

6,700 

7,100 

C 

1,910 

2,100 

28,700 

24,000 

1,860 

8,000 

7,200 

9,150 

D 

4,280 

3,690 

60,000 

65,000 

4,100 

20,500 

18,600 

22,750 

E 

940 

790 

14,000 

12,700 

650 

2,900 

2,300 

3,210 

F 

7,100 

6,650 

94,100 

84,120 

5,700 

8,600 

10,900 

11,480 

G 

10,085 

9,750 

140,900 

128,500 

7,100 

19,750 

23,100 

28,000 

H 

— 

— 

— 

— 

- 

— 

_ 

— 

Total 

32,115 

30,080 

442,800 

412,320 

26,010 j 

76,150 

78,800 

92,940 






Sales for month ending _3 Oth Sept., 19. 





£4000 


£3500 


£3000 


£Z500 


£2000 


£1500 


£1000 
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Questions 

f. Name some of the important points to be kept in mind when 
buying and selling goods. 

2. What are the provisions of the Sale of Goods Act, 1893, with 

regard to a binding contract ? 

3. What is a Contract Note ? Give an example. 

4. For what purpose are Price Lists used ? 

5. Give a definition of an Estimate, and state in a general way the 

particulars usually included. 

6. What do you understand by a Tender, and for what purpose 
f is such a document used ? 

* 7. Give definitions of the terms Commission, Brokerage, Del 
Credere Commission, and Discount. 

8. What is the meaning of the following terms when used in con¬ 

nection with Prices: loco, on rail, f.a.s., franco, landed 
/ terms, in bond ? 

9. The following terms are used in connection with the delivery 

of goods. Give the meaning of each : Prompt Delivery, 
Forward Delivery ; Free Overside ; Spot; ex-Ship. 

10. Show by example the difference between a Condition and a 

Warranty. 

11. Give an explanation of " Stoppage in Transitu/' 

12. What system would you adopt in recording “ Aggregate 

Sales"? 



CHAPTER X 


INVOICING-REMITTANCES, ETC. 

When goods are sold or services performed, an account termed an 
invoice is sent to the buyer or to the person responsible for the 
payment of the services rendered. It contains the detailed par¬ 
ticulars of all goods sold and these refer to quantity, quality, 
description, price and any other necessary information, including 
charges (it may be) for carriage, insurance, etc. In like manner, 
details will usually be given of services rendered. 

Invoices may be divided into two general classes, viz.: Home 
Trade invoices and Shipping invoices. 

What is known as a pro forma invoice, though mainly used in 
connection with shipping invoices is, however, sometimes used in 
connection with Home Trade transactions As its name implies, 
it is an invoice “ for form ”—for form's sake. It is not a real 
charge note. In the Home Trade, such an account might be sent 
immediately on receipt of an order from a person with whom no 
trade had previously been done, and of whose financial standing 
there might be some question, in which case, cash would be asked 
for before delivery. Again, in the shipping trade, a pro forma 
invoice would be made out when it was desired to ascertain what 
the total cost of a shipment of goods would be, including all charges 
up to delivery to the customer. The price of the goods being known, 
the particulars as to carriage, freight, insurance, dock dues, landing 
charges, customs, etc., would readily be ascertained, as these vary 
according to the value of the goods, weight, measurement, etc. 
This pro forma invoice would be sent to a person making inquiry 
as to price of certain goods for a particular market, and to him 
it would amount to a quotation. On the other hand, the prices 
quoted for Foreign Trade often include all charges up to a certain 
point of delivery. 

Examples of invoices are so readily available that it is not intended 
to give numerous examples or to state the detailed particulars 
affecting each particular class of invoice, but attention is directed 
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to the examples below, the “ heading ” of the second being some¬ 
what out of the ordinary course. 

Telegraphic Address : *' Semper.’* 37 Dale Street, 

Telephone : Nos. 28973, 28974, City. Manchester, 

6 th July , 19 . 

Messrs . 0 . B. Oldham & Company , 

Newton Moor . 


Bought of THE SOUTH LANCASHIRE TRADING CO., LTD. 

Terms : 2£% due 10th of following month ; all accounts 
under £1 strictly net. 


, 

Yards 

1 Price 

f £ s - d- 

34 pcs. ! SM27, each 80 yards 

2720 

. 12£d. j 

00 

~<D 

s 

19 pcs. DR 19, each 60 yards 

1140 

i 12£d. : 

67 13; 9 

! 

i 

! 

! 

! 

£232 0 5 

t 


Method in the Production of an Invoice. —Whilst the 
practice of writing out invoices by hand is still largely continued, 
very many are now typewritten, and gradually the hand-written 
invoice is being superseded. In many business houses, the “ Order 
blank and invoice duplicate ” system is in use. This is an arrange¬ 
ment by which the order form (as to the works, etc.) and the invoice 
are made out at one operation. 

In modem business houses the particulars required for invoices 
(without values extended) are supplied by the trading departments 
on slips of paper to the Invoice Department, a duplicate of which 
slip is retained by the Trading Department, whose duty it is to 
enter the value of it in a Department Invoice or Charge Book. 
The rule is to forward the invoice on the day of delivery of the 
goods, and on the following morning a comparison is made between 
the amount extended by the Invoice Department and that by the 
Trading Department. This system detects any errors that may 
have been made in the invoice, and correction is therefore made not 
later than one day after the dispatch of the invoice. 

xo—(1481) 
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Checking of Invoices. —The receipt of an invoice indicates to 
the buyer that the goods he has ordered have been dispatched, 
and as soon as possible, it should be checked in regard to its main 
details, which naturally will be quantity, quality and price. A 
common practice is to stamp an invoice with a rubber stamp, the 
impression thereof giving particulars similar to the following 
examples— 


F. DEPT. 

Quantity_ T. M _ Checked by_ J. B _ 

Quality_./. R _ Supervised by_ S. P._ 

Price_ S. P_ 

Director_ 0. 0 _ 


MILL 

DEPT. 

Quantity 

Bought by_ T. L _ 

OR 



Additions 

Weight_ T. M _ 

( Examined by_/. R - 

( 

'Extensions 

Qttatttv O C. \ 

Examined by 

Price_ J. B - 

Gen. Manager—/. F - 


The persons who check the goods will place their initials in the 
spaces as indicated, the General Manager or a Director being the 
last person to sign. Until properly signed, invoices are not passed 
for payment. 

Statements. —A statement or Statement of Account is sent out 
some time after the invoice has been dispatched. It contains in 
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summarised form, the particulars of the invoices covering a certain 
period, thus— 

492, Dale Street, 

Manchester, 

4th July, 19.. 

1 241 

Messrs . Orlando Benson Oldham & Co. 


To HENRY HALLSWORTH & CO., LTD. 

All Communications to be Addressed to the Company. 


19.. 



n 

s. 

d. 

June 

1 

To Goods 

17 

4 

1 


2 

n 


18 

9 

11 


6 

n 

” i 

100 

2 

9 


8 

ii 

i 

1 

10 

8 


15 


„ ! 

74 

6 

5 


23 



219 

18 

11 


27 


ii 

14 

17 

2 


29 




10 

8 


30 


ii 

4 

; 5 

j 

; o 





451 

5 

7 

June i 

3 

By Credit 2 1 01 




i 

>» 

| 

17 i 

„ 

10 8 0 

12 

9 

1 

0 




L 

438 

16 

7 


Pence not Allowed. 

Only the Company’s Printed Form of Receipt will be Recognised. 


The sending out of a statement is practically a request for pay¬ 
ment. What are known as " Stock-taking Statements ” are 
frequently asked for. These are simply to confirm the records of 
purchases appearing in the books of customers at the stock-taking 
period. Another form of statement is known as an " Account 
Current/' which though chiefly used in connection with foreign 
trade, is sometimes met with in home trade houses. 

Collection of Accounts. —By some firms engaged in the home 
trade, the somewhat old-fashioned practice is still adopted of paying 

1 Ledger folio. 
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EXAMPLE OF A 1 * STOCK-TAKING 9 9 STATEMENT 

N.B.—Please read all printed matter, and give it your special 
attention. 

NOTICE.—Remittances being sent from our Head Office, on 
behalf of our branches, be good enough to address your accounts 
and receipts direct to 95, Morrison Street, Glasgow. 


Scottish Co-operative Society, Ltd., 

Central Offices: —95, Morrison Street, 

Glasgow 

Half-yearly Stock-taking and Audit of Accounts 
For Half-Year Ending 1st July, 19.. 

On form on other side kindly furnish us with Statement of 
Account owing (whether due or not) up to and including 1st 
July, 19.... Deduct all returns, discounts, etc., and show exact 
net balance . Should your account be clear, write across form 
*' Nil.” Your immediate attention will much oblige. 

Yours respectfully, 

Scottish Co-operative Society, Ltd. 
N.B. — We expect the form to be returned whether account be 


clear or otherwise. 
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Folio__217- 

Scottish Co-operative Society, Ltd. 

To Messrs_ Oldham, Fernley & Co., Ltd., -— 

NOTE.—This Statement is in addition to the usual account 
rendered for payment. 

Terms : Net. 



Signature„0WA<m, Fernley & Co., Ltd. _ 

Do not return this form without signing it. 

.. .4th July _19. 
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accounts over the counter. The more modern and more business¬ 
like practice is to remit all payments by post. Paying over the 
counter wastes the time of clerks, who frequently have to spend 
half a day in collecting less than a dozen accounts. This is due 
to the fact of having to wait their turn at the offices where " pay 
day ” is still an institution. There is the further drawback to the 
practice in the risk attaching to the carrying about of so much 
money or money's worth. 

In connection with the collection of accounts may be mentioned 
the collection of sums representing matured bills of exchange. 
On receipt of bills of exchange, they are (1) retained by the 
Cashier until maturity, or (2) paid away in settlement of accounts, 
or (3) discounted with bankers or bill discounters, or (4) handed 
to banks for collection in due course, in the latter case the banker 
doing precisely what the trader would do in the first case. 

In the shipping trade, accounts are often collected from traders 
before the delivery of the bills of lading and other docu¬ 
ments. Particularly is this the case with native traders in the Far 
East. 

Remittance of Money Through the Post. —The amount of 
money which changes hands through the medium of the post is 
enormous. The remittance of money may be effected by means 
of coin, stamps, postal orders, money orders, bank-notes, cheques, 
bills of exchange, promissory notes, etc. The vast majority of 
commercial payments are made by cheque, but many occasions 
arise when other forms of remittance are desirable, especially in 
the case of small payments by individuals who do not possess 
banking accounts. 

Besides the ordinary postal work of the post office, its business 
includes the provision of postal orders and money orders, the con¬ 
ducting of the post office savings bank, and of investments in 
Government stock. It also sells postage stamps, post cards, stamped 
envelopes; issues local taxation licences; pays old age pensions; 
and transacts other Government business. It is not, however, 
intended in this chapter to deal with all these various matters, 
but only with those connected with the transmission of money 
through the post. We will deal with the various forms of remittance 
in the order given above. 

Coin .—It is not advisable to send coins through the post. If 
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they are sent in a postal packet, it must be registered, and com¬ 
pensation for loss will be given only in those cases in which the 
money is enclosed in one of the registered letter envelopes sold by 
the post office, and will in no case exceed £5. To pass through the 
post, coins must be packed in such a way that they cannot move 
about. If posted without being registered, a letter found to con¬ 
tain coin will be compulsorily registered and charged on delivery 
with a registration fee of 4d. No compensation is given in respect 
of letters compulsorily registered. 

Stamps. —These, too, are not a very desirable form of remittance, 
except for very small amounts or when used with postal orders, 
to make up odd amounts. Many firms notify their customers that 
“ payments under Is. may be made by halfpenny postage stamps/' 
In any case, if it is necessary to send stamps unattached to postal 
orders, only the halfpenny, penny, and three-halfpenny values 
should be used. We may note, however, as a matter of interest, 
that postage stamps of eighteen different values, from £d. to £1 are 
issued. Stamps may also be obtained in rolls of 500 and 1,000, and 
in small books. 

If a firm receives more stamps from its customers than it can 
itself make use of, what is it to do with them? In answer to this 
question, the Post Office Guide says— 

“ Any person who has unspoiled adhesive postage stamps which 
have not been affixed to any material, may obtain cash for them 
subject to the following conditions— 

“ (1) No smaller amount than £1 worth of stamps is repurchased 
from one person at one time. 

" (2) Commission is charged at the rate of 5 per cent of the face 
value of the stamps. 

" (3) Application must be made on a form which can be obtained 
at any money order office; and the form and stamps must be handed 
in at such an office. Payment will be made by means of an order/' 

Postal Orders .—Postal orders provide a very popular means of 
making small remittances. They can be obtained for 6d. and for 
any multiple of 6d. up to £1 , and also for £\ Is. A small commission, 
called “ poundage," is charged by the post office. The sender of a 
postal order, whether it is to be paid in the United Kingdom or 
elsewhere (excepting Canada), may increase its value by an amount 
not exceeding 5d., by affixing British postage stamps not exceeding 
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two in number in the spaces provided on the order. Odd halfpence 
are not counted. 

The procedure on making a remittance by postal order is very 
simple. On request at the post office counter, with the tendering 
of the necessary money, a postal order may be obtained. It will 
be seen that a counterfoil is attached to the order, so that a record 
of the remittance can be kept. The counterfoil should be tom off 
and kept, as its production will facilitate inquiry if the order goes 
astray in the post. A space is provided on the order for the inser¬ 
tion of the name of the person to whom the amount is to be paid, 
and the town where the order is payable. The former information 
must be filled in; the office of payment may be stated, as a pre¬ 
caution in case the order is lost or stolen. If the name of the town 
is inserted by the sender, the order will be cashed only at a post 
office in that town, or at the particular office if one is named. If 
the space is left blank, and the order is stolen, the thief can insert 
the name of any town, and obtain payment from the post office 
in that town by simply signing the order with the name of the 
person to whom it is made payable. Consequently, the name of 
the payee and the office of payment should always be stated by the 
sender. 

If a postal order payable in the United Kingdom is sent to a 
person who is known to have, or is likely to have, a banking account, 
it is advisable to cross it in the same manner as a cheque. If a 
postal order be crossed, payment will be made only through a 
banker; and, if the name of a banker be added, payment will be 
made only through that banker. By “ crossing " is meant the draw¬ 
ing of two parallel lines across the postal order. The matter is 
fully dealt with in a later chapter. 

If any erasure or alteration is made, or if the order is cut, defaced, 
or mutilated, payment may be refused. 

If a postal order is not cashed within three months of the last 
day of the month of issue, a commission equal to the original pound¬ 
age will be charged. Postal orders which are not presented for 
payment within six months from the last day of the month of issue 
must be sent to the chief office in London for verification, before 
they will be paid. 

British postal orders are issued and paid in most British posses¬ 
sions and protectorates, and certain places abroad. 
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Unlike bank-notes, postal orders do not represent value in them¬ 
selves. They are not negotiable; that is, the rightful owner is alone 
entitled to cash the order. If an order is lost or stolen, no person 
into whose hands it may fall, even though he himself be innocent, 
is entitled to receive the amount of the order. A fuller explanation 
of " not negotiable ” is given in the chapter on cheques. 

Inland Money Orders .—An inland money order may be obtained 
for any sum not comprising a fractional part of a penny, up to £40; 
the limit for a foreign money order varies from £10 to £40. A money 
order is a very safe form of remittance, as will be seen from the 
following brief explanation. When applying for a money order, a 
special requisition form should be used, on which must be stated as 
fully as possible the name, title, or designation, as the case may be, 
of the payee, and the paying office. If payable in the United 
Kingdom, an order may be crossed for payment through a bank. 
A money order is made out in duplicate, one being handed to the 
remitter to be transmitted by him to the payee, and the other being 
sent to the paying office, with particulars of the remitter. Unless 
the order is paid through a bank, the person presenting it for pay¬ 
ment must furnish the sender's name for comparison with these 
particulars. 

The rates of poundage on ordinary inland money orders are 4d. 
for sums not exceeding £3, 6d. between £3 and £10, increasing to 
Is. between £30 and £40. 

At the end of twelve months a money order, if still unpaid, be¬ 
comes legally void (that is, of no effect), unless a good reason for 
the delay can be given. 

Inland Telegraph Money Orders .—By means of a telegraphic ad¬ 
vice, money may be transmitted from any money order office in 
the United Kingdom which is also a dispatching offioe for telegrams, 
and may be made payable at any money order office which is also 
an office for the delivery of telegrams. 

No single telegraph money order is issued for an amount greater 
than £40. 

The charge for inland telegraph orders is the total of (1) the 
ordinary money order poundage, (2) a charge for the official tele¬ 
gram to the paying office, and (3) a supplementary fee of 2d. for 
each order. The sender of the order is allowed, on paying for the 
additional words required, to have a short private communication 
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for the payee, not exceeding twelve words, added to the official 
telegram. 

Foreign Money Orders. —The regulations as to foreign and colonial 
money orders differ with the country to which money is to be sent, 
and the Post Office Guide must be referred to for full particulars. 

Telegraph money orders may be sent to and received from certain 
foreign countries, the charges in most cases being— 

,<(a) a money order poundage at the ordinary rate for foreign 
orders; 

« (b) a charge for the telegram of advice at the ordinary rate; and 

(c) a supplementary fee of 6d. for each order. 

» Bank-notes. —Bank-notes are issued by the Bank of England, 
but are part of the currency of the country, and their issue is subject 
to Government regulation and control. They are issued for amounts 
of 10s., £1, and from £5 up to £1,000, each note being a written 
promise to pay the amount stated on it. 

When sending bank-notes through the post, the special registered 
envelopes of the post office should be used, and the notes registered 
for their full amount. The number of the notes should be kept, 
as there is no means of tracing bank-notes when they are lost unless 
the numbers are known. If the holder of a bank-note which has 
previously been lost or stolen can show that he came by the note 
honestly, payment cannot be withheld by the bank; only the finder 
or thief can be refused payment. 

We shall have need to deal more fully with bank-notes in a later 
chapter. 

Cheques. —Cheques are very familiar and popular " forms " of 
money. They are not money in the sense that bank-notes are, 
but are simply “ orders to pay " money. A cheque is “ an order 
drawn on a banker payable on demand." A full note on cheques 
is given in a later chapter, so it will be unnecessary to say more 
about them here. 

Bills of Exchange . —Brief reference must be made to bills of ex¬ 
change, as they are constantly passing through the post; but as 
later chapters are devoted to a consideration of these instruments 
very little need be said here. A bill of exchange is a written order 
transferring a specified amount of money at a certain date from the 
debtor, or " drawee," to the creditor, or " drawer." It is thus 
similar to a cheque; or rather, we should say a cheque is a form of 
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bill of exchange. A cheque is, however, drawn on a banker, and 
payable on demand, but a bill of exchange is simply “ addressed by 
one person to another/’ and payable “ on demand, or at a fixed or 
determinable future time/’ 

Promissory Notes .—A promissory note is, to all intents and pur¬ 
pose, a bill of exchange; the former, however, is a written promise 
to pay, while the latter is a written order to pay. A promissory note 
is, therefore, made out by the person owing money (the debtor); a 
bill of exchange is made out by the person to whom the money is 
owing (the creditor). See Chapter XIV for a further consideration 
of these notes. 

Receipts. —A few words about receipts will not be out of place 
here. Receipts for money are of various forms, but in all cases 
where the sum received is £2 or more, the document must bear an 
ordinary 2d. postage stamp, which must be cancelled by the receiver 
writing either the date or his name across the face of the stamp. 
If a receipt for £2 or over is given unstamped, the person giving it 
is liable to a heavy penalty. 

A receipt should show whether the amount paid was in fall settle¬ 
ment of the account, or only a part payment. In the latter, the 
words “ on account " should be added. 

Receipts may be written on the actual invoice or statement. 
Some firms use a form of cheque for the payment of their accounts, 
on the back of which is a receipt form which must be signed before 
the cheque will be paid by the bank. In such cases, it should be 
borne in mind that if the cheque is for an amount of £2 or over, 
a stamp must be affixed to the receipt in addition to the stamp 
on the cheque. Many firms insist upon a separate receipt for 
any payments they make, and they provide their own receipt 
forms, which may be contained in a book somewhat like a cheque 
book. 

Average Due Date. —This is the equitable date for payment of 
inminBer orirnounts due on different dates. It is the date up to 
which the interest on the previous items exactly equals the interest 
from that date on the subsequent items. When goods are arranged 
to be delivered at different dates, it is usual, instead of drawing a 
bill for each of the amounts representing the value of such goods, 
to draw a bill for the whole amount. • The question then arises as 
to the average due date of payment or period of equation. 
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As an example goods are shipped on the following dates— 

Goods to the value of £270 on June 24th. 

„ „ „ „ £$>0 „ July 9th. 

„ 11 „£$|0 „ July 31st. 

From what date must a bill be drawn to cover the sum of £1,000 

which is the total of these amounts ? 

The method is to find the number of days between the first date 
and each of the other dates ; thus— 

June 24th to July 9th is 15 days. 

June 24th to July 31st is 37 days. 

Multiply each amount by the number of days thus assigned to 
it, add up the products thus obtained and divide the amount then 
arrived at by the total amount of the accounts. 

Example 

June 24th 4270 * 0 .. 17110 

July 9th ^450 * 15 .. 6,750 1000 .. 17-11, say 17 days 

July 31st £280 * 37 .. 10,360’ 

41,000 17,110 

Add this result to the first date and we have June 24th plus 17 
days equals July 11th. The same result will be arrived at by 
adopting the reverse process, that is, working back from the last 
date thus— 

July 31st—July 9th .. 22 days * 4^50 .. 9,900 

July 31st—June 24th .. 37 days * 4270 .. 9,990 

July 31st— — * 4280 .. — 

41,000 19,890 

1 890 

IOOO — days, approximately 20 days. 

Taking 20 days from July 31st, which is the last date given in 
the example, it will be found that the average due date is July 11th, 
the same result as arrived at in the first example. 

Questions 

1. What particulars are usually included in an Invoice ? 

2. For what purpose is a Pro Forma Invoice used ? Give an 

example. 
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3. What steps would you take to ensure the correctness of an 

outgoing invoice ? 

4. What method of checking would you adopt for Invoices 

Inwards ? 

5. Give a specimen of a Statement and state its uses. 

6. What is the difference between a Statement and an 

Invoice ? 

7. Give an example of a “ Stock-taking 99 Statement and state 

its uses. 

8. What do you understand by Average Due Date ? 

9. If the following accounts are due on the dates named, what is 

the Average Due Date ? 

April 25th, £140. 

June 19th, £420. 

June. 29th, £150. 

July 16th. £84. 

10. Make out an invoice for the following goods and deduct 
discount at the rate of 2£ per cent. 

2 doz. Cotton Streamers @ 18s. 9d. per doz. 

3 doz. Red Ensigns, 15* x 12* @ 11s. 8d. per doz. 

48 yds. 52* Blue Serge @ 11s. 5£d. per yd. 

36 yds. 30* Red Twill @ 13fd. per yd. 

1 Case charged 3s. 6d. 

Per L.M. & S. Railway. Carriage Paid. 
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DISPATCH OF GOODS 

Goods axe carried by sea, by canal, by land, and to some extent 
by air, the means employed being road carriers, parcel companies, 
parcel post, direct delivery, rail, etc. The introduction of motor 
vehicles as conveyers of goods has made an impression on business 
men, causing something like a revival in road traffic. Notwith¬ 
standing the recent rapid strides made by motor transport by road, 
however, the most important means of transit is still the railway, 
canals undertaking but a limited amount of carrying trade. Goods 
are now dispatched, in increasing numbers, by air to the Continent. 

When forwarding goods by a Railway Company, Parcels Com¬ 
pany, Canal, or other means of conveyance, a receipt is usually 
obtained either on a Delivery Note or in a Delivery Book specially 
ruled and printed for the purpose. These receipts should be 
carefully preserved, as it may be necessary to produce them at 
some later time in order to prove dispatch of the goods. 

The Delivery Book is most commonly ruled with columns to 
show (1) the date; (2) the name of the consignee (the person to 
whom the goods are being sent) ; (3) the consignee's address ; 
(4) the packages delivered; (5) the name of the carrier ; and (6) 
the signature of the carrier's employee. 

A Consignment Note similar to the one shown in Chapter I must 
be filled up when forwarding goods by rail. 

Almost immediately after the outbreak of the European War 
in 1914, the railways of Great Britain were taken possession 
of by the Government, and they remained under Government 
control until August, 1921. During the period of control there 
was instituted a Ministry of Transport, under whose supervi¬ 
sion the railways were worked. This Ministry was given very 
large powers, and before the period of control ended, it had 
formulated a plan for the re-organisation of railways. This 
scheme was embodied in the Railways Act, 1921, which, among 
other matters, deals with the amalgamation and absorption of 
the railways, with a view to efficient and economical working. 

151 
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Under it, the railways are organised into four groups as 
follows— 

The London, Midland, and Scottish comprises the London and 
North Western and Midland companies, the Lancashire and York¬ 
shire, the Caledonian, Glasgow and South Western, and Highland, 
as well as other smaller companies. 

The London and North-Eastern Railway consists of the 
Great Eastern, Great Northern, Great Central, North-Eastern, 
North British, Great North of Scotland, and many smaller 
companies. 

The Great Western is the old company of that title plus some 
Welsh colliery lines. 

The Southern Railway, the smallest of the new groups, com¬ 
prises the London and South Western, South Eastern and Chatham, 
London, Brighton and South Coast, with many smaller railways 
including those of the Isle of Wight. 

A list of the chief sections of the four great railway groups in 
England and Wales, the principal towns on the sections, and the 
nature of their traffic, is shown on pages 153-156. 

Railway Transport.— (a) Parcels Conveyed by Passenger Trains . 
Although railway companies are not compelled to carry by pas¬ 
senger train any goods other than “ perishables," they do, in 
normal times, undertake to carry parcels by passenger trains, 
if they are delivered at the station from which they are to be 
sent at least ten minutes before the departure of the train by which 
they are intended to be forwarded, and the companies collect, 
free of charge, from warehouses and other establishments in all 
important towns, parcels for conveyance by passenger trains. A 
Parcels Receipt or Delivery Book, after the style of a Parcel Post 
Register, should be kept for use when parcels are handed to the 
railways. The companies also deliver parcels, free of charge within 
the ordinary delivery limits of principal stations, and to addresses 
within half a mile from large country stations. Persons who wish 
to forward parcels by any particular railway company should com¬ 
municate with the goods manager at their station, and he will 
arrange for the company's carts to call at convenient hours, and 
will also supply a card for exhibition in the window to notify when 
there are parcels for collection. On these cards the proper initials 
of the railway company are printed in bold, conspicuous letters. 
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Chief Sections of the Four Great Railway Groups, the Principal 
Towns on the Sections, and the Nature of their Traffic 


Railway Groups, Sections, and 
Chief Towns. 


London , Midland and Scottish 
Group. 

1. The London and North- 
Western, from Euston Station, 
London to Carlisle, through Rugby, 
Stafford, Crewe, Warrington, 
Wigan, Preston, and Lancaster. 

Main Branches . 

(а) Crewe to Holyhead, through 

Chester. 

(б) Crewe to Liverpool, through 

Runcorn. 

(c) Crewe via Stockport to Man¬ 

chester, and thence a branch 
runs to Leeds and the West 
Riding of Yorkshire. 

(d) Crewe to Shrewsbury, Here¬ 

ford and South Wales. 

(i e ) Rugby to Stafford, through 
Birmingham and Wolver¬ 
hampton ; and from Nun¬ 
eaton there is a stretch of 
line leading to Leicester. 


Character of Traffic. 


Irish, American, and Scotch 
traffic; manufacturing and agri¬ 
cultural produce, minerals, fish, 
milk, the mails, etc. 

Heavy goods from Birmingham 
and cotton goods from Lancashire. 


2. The Midland, from St. Pan- 
eras, London, to Carlisle, via St. 
Albans, Luton, Bedford, Kettering, 
Leicester, Chesterfield, Sheffield and 
Leeds, and then turning to the 
north-west it passes Bradford and 
Keighley, on its way to Settle and 
Appleby. 

Main Branches. 

(а) At Trent Junction one 

branch runs eastward to 
Lincoln, via Nottingham; 
whilst westward a line goes 
to Derby, and through the 
Peak District to Manchester 
and Liverpool. 

(б) Derby to Bristol, through 

Birmingham, Worcester, 
Cheltenham and Gloucester. 

(c) Settle to Heysham (the Mid¬ 
land Railway Port for Ire¬ 
land), via Lancaster and 
Morecambe. 

ii—(1481) 


Boots and shoes from Leicester; 
hosiery and lace from Nottingham 
and District. Coal from South 
Lancashire, South Yorkshire, and 
North Notts.; woollen goods from 
Yorkshire ; and cutlery and hard¬ 
ware goods from Sheffield and 
Birmingham respectively. 
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Railway Groups, Sections, and 
Chief Towns. 


3. The Lancashire and York¬ 
shire. The main line of this sec¬ 
tion, commencing at Liverpool, 
runs by Wigan, Bolton, Bury, 
Rochdale and Halifax, to Leeds, 
throwing out branches to the other 
great towns of Lancashire and the 
West Riding of Yorkshire. 


London and North-Eastern 
Railway Group. 

1. The Great Northern, from 
King’s Cross Station, London, 
to York, via Peterborough, Gran¬ 
tham, Newark, Retford and Don¬ 
caster. 

Main Branches. 

(a) At Doncaster, a line branches 

off to Wakefield, Bradford 
and Leeds, this being the 
shortest route between the 
Metropolis and these im¬ 
portant Yorkshire cities. 

(b) There are also branches to 

the more important places 
in Lincolnshire, notably Lin¬ 
coln, Boston, Louth and 
Skegness. 

2. The Great Central, from 
Marylebone Station, London, 
through Rugby, Leicester, Not¬ 
tingham and Sheffield. Here it 
divides, one branch running to 
Grimsby and Hull, and another 
through Penistone to Manchester 
and Liverpool. 


3. The North-Eastern is prac¬ 
tically a continuation of the Great 
Northern. It stretches from York 
to Darlington, Durham and New¬ 
castle to Berwick-on-Tweed, where 
the North-Eastern Railway system 
ends. There is a branch running 
from Newcastle to Carlisle; one 
from Leeds to Scarborough, via 
York; and another via Milford 
Junction to Hull. 


Character of Traffic. 


Cotton, woollen and iron goods; 
fish, agricultural imports. Conti¬ 
nental traffic via Hull, and American 
traffic via Liverpool. 


Through Scotch traffic, agricul¬ 
tural produce m the Fen district, 
and coal and manufactured goods 
—particularly woollens—from the 
North. 


Fish and Continental traffic from 
Grimsby, cotton and woollen goods 
in Lancashire and Yorkshire, and 
dairy produce at Aylesbury. 


This line passes through the 
industrial districts of Northumber¬ 
land and Durham, and then into 
Yorkshire. Coal, iron, woollens, 
and Scotch traffic. This railway 
also conveys a large number of 
tourists to the watering places on 
the East Coast of Yorkshire. 
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Railway Groups, Sections, and „ 

Chief Towns. Character of Traffic. 


4. The Great Eastern, from 
Liverpool Street Station, London, 
through the Eastern Counties to 
Cambndge, Ipswich, Norwich and 
Yarmouth. This section has two 
lines, both of which run to Nor¬ 
wich, one by way of Cambridge 
and Ely, and the other through 
Chelmsford, Colchester, Ipswich 
and Yarmouth. From Cambndge 
a line also extends to Doncaster, 
through Ely, March, Lincoln and 
Gainsborough. 


Great Western Railway Group. 

The Great Western, from 
Paddington Station, London, to 
Penzance through Reading, Bath, 
Bristol, Taunton, Exeter, Plymouth, 
Bodmin and Truro. 

Main Branches. 

(a) Reading to Taunton, via 
Westbury. 

{h) Didcot to Chester, through 
Oxford, Warwick, Birming¬ 
ham and Shrewsbury. 

(c) Swindon to Worcester, 

through Gloucester, Mal¬ 
vern, and Hereford. 

(d) Westbury to Weymouth (The 

Great Western Packet Sta¬ 
tion), via Yeovil and Dor¬ 
chester. 

{e) Bristol to Fishguard, via the 
Severn Tunnel, Newport, 
Cardiff, Neath, Swansea, 
Llanelly, and Carmarthen. 

(/) Bristol to Penzance, via 
Taunton, Exeter, Plymouth, 
and Truro, throwing out 
branches to Barnstaple, Tor¬ 
quay and Falmouth. 


Agricultural machinery and pro¬ 
duce; fish and general goods. The 
line passes through several of the 
chief grain-growing counties of 
England. 


Mining and agricultural produce 
and fish from Cornwall. More milk 
arrives at Paddington than any 
other London station. 

Plymouth is a growing port for 
American traffic. 

The Great Western is also the 
line for tourists to Devon and 
Cornwall. 
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Railway Groups, Sections, and 
Chief Towns. 


Southern Railway Group. 

1. The London and South- 
Western, from Waterloo Station, 
London, to Exeter, via Woking, 
Basingstoke, Salisbury and Yeovil. 

Main Branches. 

(a) Woking to Portsmouth and 
the Isle of Wight. 

{b) Near Basingstoke, a branch 
leads to Winchester and 
Southampton, thence to 
Weymouth via Dorchester. 

(c) Exeter to Barnstaple, Bide- 

ford and Ilfracombe. 

( d ) A branch line from Exeter 

running to the south leads 
to Exmouth ; another skirts 
the north of Dartmoor and 
turning to the south reaches 
Plymouth; and a third J 

leaves the Plymouth line at j 

Okehampton for Launceston ; 

and Padstow. j 

2. The London, Brighton and j 

South Coast Railway, from Vic¬ 
toria Station, London, to Brighton 1 
and other places on the South ! 
Coast, including Portsmouth. The j 

main line runs through Croydon ; | 

Three Bridget, the junction for ( 
Tunbridge Wells ; Keymer, that for j 
Lewes, Newhaven and Eastbourne. 

3. The South-Eastern and 
Chatham. 

(a) From Victoria and Holborn 

Stations, London, to Dover, 
via Chatham and Canter¬ 
bury. 

(b) From Charing Cross Station, 

London, to Folkestone, via 
Chislehurst, Tonbridge Junc¬ 
tion and Ashford. 


Character of Traffic. 


Agricultural produce, fish, ma¬ 
chinery and plates for the dock¬ 
yards of Portsmouth and Devon- 
port, and traffic with Channel 
Isles, America, West Indies and 
Africa, from Southampton. Tour¬ 
ists to South Coast and Isle of 
Wight. 


French traffic, via Newhaven; 
tourists to Brighton and South 
Coast resorts, and agricultural 
produce. 


French traffic, via Folkestone 
and Dover; agricultural produce 
and fruit. 
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There are some articles such as statuary and delicate scientific 
instruments which certain companies will refuse to carry except 
at owner's risk. 

Dispatching Parcels. —In dispatching parcels it often saves 
trouble and delay (should the address label become detached), 
if the consignee's and sender's addresses be put on a label inside 
the package, as well as the ordinary one outside the package. 
All goods should be well and carefully packed and protected ; 
unless this is done railway companies and other carriers are not 
liable for the damage during transit. Apart from any legal 
obligation to pack one's goods carefully, however, the consignor 
should do so in his own interests. Nothing is more irritating to a 
customer than to be constantly receiving his goods in a damaged 
condition, and many a good connection has been ruined in this 
way. 

Traffic Conveyed at Reduced Parcels Rates.—A long list 
of articles will be found in the Time Books of the railway companies, 
which are conveyed at reduced parcels rates at owner's risk, but 
the sender in this case must sign a risk note to that effect. In these 
cases the parcels must reach a certain minimum weight, which is 
rarely less than fourteen pounds, and, in most cases, greater. 

Samples. —Samples of various commercial articles are carried 
by most of the railway companies at reduced rates, but these are 
carried at the owner's risk, the railway company not being respon¬ 
sible in the event of damage or loss. 

(b) By Goods Train .—Carriage by goods train is the principal 
means of transport of goods, and the amount of traffic is enormous. 
Considerable attention has been given to the organisation of this 
means of transport, and the Railways Act, 1921, made great changes 
in railway administration. 

It is usual for a firm to send parcels to the receiving station or 
to a branch office; but in many cases the railway companies will 
collect goods in their collecting vans. 

A reference to a railway company's scale of charges will show 
that the cost depends upon the class of goods, the distance carried, 
and the weight of the goods. There are twenty-one classes. 

The ordinary rates quoted by the railway companies are " station 
to station," i.e. t collection and delivery, if such services are per¬ 
formed by the railway companies, will be charged extra. 
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Most goods may be sent at “ owner’s risk,” in which case a lower 
charge is, naturally, made. When goods are consigned at “ owner’s 
risk ” rates, the railway company is responsible only for any damage 
caused by the wilful misconduct of its own employees. At the 
ordinary rate (“ company’s risk ”) the company is responsible for 
the safe delivery of the goods at their destination. 

When sending goods by goods train, it is necessary to write out 
a consignment note, giving forwarding instructions, etc. The 
forms of consignment notes are issued by the railway companies, 
and are ruled to show the name and address of the consignee, 
particulars of the number, description, and weight of the goods, 
who pays the carriage, etc. Some forms have counterfoils, and 
when a note is filled in, it is handed to a servant of the railway 
company, who signs the counterfoil as having received the goods 
mentioned thereon. In other cases, carbon copies are used instead 
of counterfoils. 

In cases where the consignee agrees to do his own cartage from 
the station to his warehouse, or where the consignee’s address is 
bej'ond the company’s usual radius of delivery, the railway com¬ 
pany must advise him that certain goods have arrived at the station 
for him, and request him to fetch them. If he does not do so 
within forty-eight hours he will be charged an extra amount called 
demurrage. 

The person receiving goods from a railway company must sign 
a delivery sheet. If there is any obvious damage to the goods or pack¬ 
ing, the fact must be noted, while, if the goods are not examined, 
though apparently they are undamaged, the delivery sheet should 
be marked “ not examined.” 

Parcel Company. —The delivery of parcels has come to be 
quite an important business in large towns and cities. There are 
companies which deliver parcels to any part of such towns and cities 
for small sums, according to the size of the parcel and the distance 
it has to be carried. These rates are lower than those of the railway 
companies, because the parcel delivery companies make large 
parcels of the small ones committed to their care, and forward 
these large parcels to their agents in the various towns throughout 
the country; large parcels are carried by rail at a cheaper rate 
than small ones. In conjunction with the railways such com-, 
panies carry parcels all over the country. Some tradesmen deliver 
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all their out-of-town parcels to one or other of these companies. 
The larger business houses deliver daily by their own carts 
or motors within certain distances, and to points farther away on 
certain days. 

Parcel Post. —For particulars of the rates and regulations as 
to parcel post the Post Office Guide should be consulted. Parcel 
post rates apply to any distance in the United Kingdom; it costs 
just as much to send a 3 lb. parcel from London to Margate as it 
does from London to Aberdeen. 

A certificate of posting should always be obtained from the post 
office, as it will be necessary if a claim for non-delivery or damage 
is made. 

Waterway — Rivers and Canals. —Water carriage is generally 
cheaper than land carriage. Continental countries, much more than 
Great Britain, keenly appreciate this and attach increasing import¬ 
ance to the utilisation of inland waterways. Canal traffic is not, 
of course, so expeditious or punctual as railway traffic, and in 
winter ice is sometimes a serious disadvantage ; but excepting 
with some of the smaller canals, where the rates differ little from 
the railway rates, these are the advantages of transport by water¬ 
way : loading and unloading at favourable places en route ; less 
risk of loss and damage ; practically unlimited capacity for traffic ; 
and cheaper rates. 

The chief kinds of goods conveyed by canals are given below ; 
they vary, of course, according to the district— 


Cheese 

Groceries 

Chemicals 

Hardware 

Clay (Cornish) 

Manure 

Coal 

Minerals 

Cotton (raw) 

Pottery 

Earthenware 

Sugar 

Grain 

Timber 


Goods of great bulk or weight, but of small comparative 
value, enter London by water; while those articles which 
are valuable, or come in small quantities, are carried by 
rail; and where speed is a necessity the railway is always 
chosen. 

Local Carrier. —Time was when the local or country carriers 
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did a considerable part of the carrying trade, but with the improve¬ 
ment in other modes of transport, and the facilities offered by the 
railway companies and parcel post, they occupy now a much less 
important position. There are, however, still a number of such 
carriers. They regularly visit certain places for the purpose of 
collecting goods for the villages or towns to which they belong or 
through which they pass on their journeys; and the times of their 
visits will be found set out in local time-tables, directories, etc. 

The forwarding of goods by local carrier, for distances up to 
about 15 miles, has several advantages. For one thing, the charges 
made by these carriers are much smaller than those of railway 
companies for the same distance; while, of course, they visit many 
villages not served by railways. Also, there are not the restrictions 
as to size and weight as apply to the parcel post. Another advan¬ 
tage is that the risk of damage is lessened by the fact that the goods 
are placed carefully in the van and probably not moved until they 
reach their destination; while, especially in the case of heavy or 
bulky goods, very little packing is required. 

Tramway. —Authorities owning tramways usually offer facilities 
whereby parcels may be handed to conductors of central going cars, 
or to offices, for delivery in the neighbourhood of a tramway circula¬ 
tion. A receipt-ticket is given for each parcel. 

Delivery by Messenger. —A firm’s own vanman or messenger 
sometimes delivers parcels. In such cases, and usually where Con¬ 
signment Notes are not used, the particulars of goods delivered are 
entered into a “ Delivery Book.” This may consist of leaves in 
two parts divided by a perforation; the smaller part being the 
counterfoil which is signed by the receiver and handed back to the 
deliverer, and the larger the Delivery Note, which is handed with 
the goods of the receiver. Carbon copies are sometimes used in¬ 
stead of counterfoils. If the goods are not in order or are un¬ 
examined, a note to that effect should be put with the signature; 
that is, a “ qualified ” and not a “ clear ” signature is given; e.g., 
unexamined, “ broken open,” etc. 

A specimen entry in a Delivery Book will be found on the next 
page. 

Air Transport. —Mention should be made of transport by air, 
the transport of the future. The cargo traffic on the cross-channel 
routes is steadily increasing, and everything points to considerable 
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advances in this mode of transport in the immediate future. 
Where speed is concerned, no other form of transport can in any 
way compare with the speed of the aeroplane. 

Law of Carriage. —It will be impossible here to explain all the 
numerous and intricate matters affecting the legal side of the 
carriage of goods, but a few elementary points may be of interest. 

The various carriers with which we have dealt in this chapter— 
local carriers, railway companies, canal companies, etc.—are “ com¬ 
mon carriers/’ which the law has defined as persons who undertake, 
as their particular business, the carriage of goods for hire. 

The duties of a common carrier include the acceptance of goods 
from any person willing to pay the usual and reasonable charges 
of conveyance, the delivery of the goods at the appointed place of 
destination, and reasonable quickness in their carriage. There are, 
however, some exceptions. A carrier is quite at liberty to refuse 
to take goods offered to him if his conveyance is already full, or if 
the goods are not of the kind he professes to carry, or if they are 
of a particularly dangerous character. As to the liabilities of a 
common carrier, it may be said that, besides undertaking to carry 
the goods safely and securely, he is a kind of insurer, and his liability 
as such lasts not only while they are actually being conveyed by 
him, but also for a reasonable time afterwards until he has handed 
them over to the person to whom they are addressed, or given the 
consignee proper notice to fetch them from the station, etc. After 
a reasonable time, the carrier’s liability as an insurer ceases, and he 
is responsible only for negligence unless there is an agreement other¬ 
wise. It will thus be seen that a common carrier’s liability is by no 
means light; but he is relieved of his responsibility for losses arising 
out of or caused by (1) the act of God; (2) the act of the King’s 
enemies; and (3) inherent vice, that is, something in the goods 
themselves that makes them go bad, or some cause attributable to 
the natural deterioration of the goods, or to their bad packing. By 
“ act of God ” is meant exceptional storms, and dangers beyond 
control or avoidance by human power. 

The Land Carriers Act of 1830 was passed to limit the liability of 
carriers by land. It exempts them from liability for the loss of or 
injury to any parcel containing certain specified goods (such as 
jewellery, paintings, glass), when the value of the goods exceeds 
£10, unless the sender of the parcel, when he hands it to the carrier, 
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makes a declaration as to the value and nature of the goods carried, 
so that the carrier will have such notice as will enable him to take 
special care of the parcel. In consideration of this additional care 
bestowed, increased charges are made. This limit of £10 was 
increased to £25 in the case of railways by the Railways Act, 
1921. 


Questions 

1. Name the different means, apart from the*postal service, by 

which goods can be dispatched to different parts of the 
country. 

2. Describe the procedure of sending goods by rail from one town 

to another, and mention the documents which have to be 
filled up, or entries which have to be made in books in 
connection with the matter. 

3. State some of the regulations regarding the conveyance of 

parcels by passenger train. 

4. What is a Consignment Note, and for what purpose is it used ? 

5. How is it that a Parcel Delivery Company is able to charge 

a lower rate than that charged by the railway company ? 

6. Write a short essay, specifying the advantages and 

disadvantages of carriage of goods by canal. 

7. What classes of goods are usually carried by canal ? 

8. Give a definition of a " Common Carrier/' and state what his 

liabilities are. 

9. State some of the more important matters which should 

receive attention when filling in a Consignment Note. 

10, Why is it necessary that the precise description of goods 
should be given on the Consignment Note ? 



CHAPTER XII 


MONEY 

The part played by money in our modern business life is so 
important that everyone should have some knowledge of its origin 
and of the precise nature of its functions. Yet there is probably 
no department of knowledge of the ordinary affairs of life regarding 
which there is greater ignorance on the part of all classes of the 
community. 

Barter. —In the early days of mankind, the individual (or 
small bodies of individuals) produced the bulk of his own require¬ 
ments. Any excess of such commodities or articles as he was in 
a position to produce, he would, as trade arose, exchange for other 
commodities or articles produced by his neighbours, and to this 
exchange of products the term “ barter ” has been given. The 
disadvantages attaching to this method of exchange are obvious, 
for the man who had some surplus oxen might indeed come across 
another who was in need of oxen, but who had only fruits of the 
soil to offer in exchange therefor, whereas the proprietor of oxen 
might have a plenitude of those products, but be in search of skins 
of animals. 

Sooner or later, therefore, the need for some commodity or article 
which would always be acceptable in payment for others, so that 
any individual who had a store of it could rely at any time on being 
able to convert it into what he needed, would make itself apparent. 
Equally obvious would be the need for some common denominator 
of value in which the exchange value of some indivisible article 
could be set against a number of other articles. 

The Special Quality of Money. —It is this need for something 
that can be used generally to express the measure of value that 
gives money a special quality of its own, A commodity in ordinary 
use may, indeed, be employed as money, but does not change hands 
as a commodity . While performing the function of money, it is 
not passed from hand to hand as a commodity to be consumed, but 
as stored-up value to be given sooner or later to someone else in 
exchange for other commodities or services. The difference, there¬ 
fore, between commodities and money does not consist in th$ 
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material of which money is made, for that may, as a matter of 
fact, be a commodity or article in general use, but in the special 
function of money that has been referred to. 

Commodities and Substances formerly used as Money. —In 
early times a great variety of commodities—or perhaps we had 
better say things —were used for the purpose of money. It seems 
natural enough that at the outset things in general demand were 
used as a common denominator of value, and the earliest records 
go to show that oxen were used for the purpose. The ox is not 
however, an easily divided thing—at any rate, not in its living 
state—and is subject to a great fall in value at any time, from the 
fact that a dead ox does not usually possess the same worth as a 
live one, so that the disadvantages which attach to this form 
of currency are obvious. It is interesting to recall that the Latin # 
word for money, pecunia , was derived from the word for cattle, pecu 
In the case of warlike tribes, weapons and slaves were used as 
money, whilst among those people who devoted themselves to agri¬ 
culture, products of the soil were employed for the same purpose. 

A few moments' reflection will serve to show that the value 
of some of these earlier forms of money would be restricted to 
certain areas ; that is to say, they would be local in character, 
and as intercourse developed with more distant tribes, or peoples 
having different customs and requirements, the need for some 
means of exchange or payment acceptable over a wider area would 
make itself felt. In course of time it was found that metals served 
this purpose much more successfully than products of the soil, 
or cattle. Although gold and silver (not gold and silver coins be it 
observed) were used as a means of exchange by the earliest inhabi¬ 
tants of Assyria, Babylon and Egypt, tin and iron were used by the 
Phoenicians and Greeks respectively, and later the Romans used 
copper and bronze coins. Gradually, however, the base metals, 
with the exception of bronze, which is still used for what is known 
as the subsidiary coinage (although it is already giving way to nickel 
for this purpose), came to be less and less employed, and gold and 
silver became the principal forms of money throughout what we 
term the civilised world. The reason for this is not at first sight 
perfectly clear. Gold and silver are not particularly useful; their 
colours are, however, pleasing to most people, and they have, 
therefore, from the earliest times been used for decorative purposes. 
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This, combined with their comparative scarcity and the possession 
of other qualities shortly to be described, has made them the denom¬ 
inators of value and the means of exchange of the greater part of 
the world. Their beautiful appearance and their ready adaptability 
would, from the first, make them popular for purposes of adornment, 
and as the desire of mankind for luxuries is much more insatiable 
than for necessities, it is easy to understand how the individual 
having an excess of the latter would almost invariably be pre¬ 
pared to exchange them for precious metals serving the useless but 
pleasing purpose of adornment. People do not store up more food 
materials than are sufficient to supply their requirements for a short 
period—they would spoil—but they do store up jewellery and 
articles of adornment, which experience shows people will at all 
times, except in case of actual famine, gladly take in exchange 
for any surplus necessities they may possess. 

Qualities of Good Money. —Gold and silver do, however, in 
a large measure possess those other qualities which render them 
especially suited to the purpose of a means of exchange passing 
from hand to hand. 

These are the qualities of being (1) durable; (2) uniform; (3) 
readily divisible; (4) easily recognisable; (5) convenient for 

transport; (b) generally acceptable; and (7) as stable as possible 
in value over reasonable periods. 

Gold and silver are durable , and can be stored up for a practically 
unlimited period as they are not affected by air, water or cold; and 
as regards heat it requires a very high temperature before they 
suffer. 

They are uniform , because when refined, any one portion of a bar 
or coin is of the same fineness as any other portion. 

They are readily divisible , for any portion can be divided into 
an equal number of parts without any loss of value to speak of and, 
by the process of smelting, can be as readily re-united, a point of 
equal importance. 

They are easily recognisable , that is to say it requires no very 
great technical knowledge to recognise from appearance alone, a 
piece of gold or silver when refined for use. 

The comparative scarcity of gold and diver results in a high 
value being placed upon small quantities, a fact making for 
convenience of transport . 
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Gold and silver are both generally acceptable for the reasons given 
already, and the value of gold in itself is fairly stable over reasonable 
periods, partly owing to the small size of the annual production 
compared to the amount already in existence. Silver, however, is 
not in such regular supply, and it is just this liability to sudden 
fluctuations which has led so many countries to discontinue its use 
as a form of money. 

The position occupied by gold, and, in a less degree, silver, is a 
case of the survival of the fittest, experiments having from time to 
time been made with other metals. In the early half of the nine¬ 
teenth century, Russia, for example, itself a large producer of 
platinum, issued coins of that metal, but they did not prove to 
possess all the advantages of their rivals, gold and silver. 

International action of late years has tended to detract somewhat 
from the values of these qualities in any commodity selected as 
money, but they are important as the bulk of such international 
action is still based on the principle of the chosen metal possessing 
these qualities. 

It is not claimed that gold and silver are entirely free from 
fluctuations, for the last few years have witnessed considerable 
changes in the value of both gold and silver. This notwithstanding, 
there is probably no other commodity the value of which changes 
more slowly than gold. 

Coins. —The invention of the coin marked a great advance in the 
use of money. Before its introduction, merchants and money¬ 
changers had to use scales and to make assays before the exact 
value of a sum of money could be determined, and the hindrance 
this was to trade and commerce may well be imagined. The gold, 
silver, bronze or nickel coin as we know it to-day is a certificate 
to the effect that it consists of a certain quantity of metal of a fixed 
fineness, and that it is one of a large number having precisely the 
same contents and value. In expressing a price or value as equi¬ 
valent to a certain number of such coins, one stipulates for a certain 
number of units among an enormous quantity of similar units in 
circulation, and in this simplification of the means of payment and 
measurement of value lies the great value of coined money. 

Coinage. —The laws regulating the size and weight of standard 
coins and the kind and amount of metal they must contain vary in 
each country. The currency of foreign countries is dealt with in a 
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later section. The principal English coin is the sovereign, and is of 
gold. There is also a half-sovereign, duly standardized, and of gold, 
and the rest of our coinage is a token one, that is to say, the face 
value of each coin is greater than the value of the metal it contains. 
Silver coins, such as the shilling, etc., are made of a silver alloy which 
contains equal parts of silver and alloy. Pennies and similar coins 
—usually termed "coppers”—are made of a bronze alloy, although 
in many countries nickel is replacing bronze as being lighter, more 
pleasing to the touch, and cheaper. 

The English sovereign, the basis of our currency system, is made 
out of an alloy which contains eleven parts of fine—i.e. pure—gold, 
and one part of other metal which is mixed in to add to the wearing 
properties of the coin. This proportion is known as the "fineness” of 
the coin, and the mixture itself is known as standard gold. No charge 
is made in this country for the cost of coinage, and 3*894 sovereigns 
are minted from one ounce of standard gold, the resultant coin being 
123*27447 grains. The half-sovereign is exactly half this weight. 

The market price of gold as a commodity varies around a mean 
figure of 85s. per ounce of pure gold, and eleven-twelfths of this 
brings us roughly to £3 17s. 10£d. per standard gold ounce, which is 
the price at which the Bank of England is legally bound to sell 
standard gold now, and which the Mint formerly paid for such gold 
as was tendered to it for coining. The rights of obtaining gold are 
further referred to in the section dealing with the Bank of England. 
The Bank of England is also bound to buy any gold offered to it in 
unlimited quantity at the rate of £3 17s. 9d. per standard ounce. 

In many countries the expense of maintaining a coinage is regarded 
as a national service and is paid for out of the general revenue of the 
country, as in this country. In others, the full amount of gold 
tendered for coinage is returned in the coins—as is done here—but 
a charge for the service of coining is made, known as mintage , or 
brassage. In other countries this charge is levied by retaining a part 
of the gold tendered, making up the weight with an alloy, and such 
a charge ii termed seigniorage . 

Remedy. —Despite the delicacy and accuracy of modem instru¬ 
ments, it is not always possible to eliminate minute variations 
between one coin and another, and mints are, therefore, customarily 
allowed a small margin for error defined and delimited by law. In 
this country this margin, which is known as the "remedy allowance,” 
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or more commonly the “remedy/' is two parts in one thousand for 
fineness, and *2 of a grain for weight. If any single coin deviates 
more than this amount from the standard it is put back for melting 
and re-coining. The remedy for fineness is the same for the half- 
sovereign, but the weight remedy is 3/20ths of a grain. Comparable 
remedy allowances are laid down for the subsidiary or token coins. 
This part of our law, although still in full force, has lost much of its 
value to the public, as gold coins do not circulate as they used to 
before the War. In practice, the Bank of England will accept light 
gold coins at their weight value, the presenter paying the difference 
between this and the nominal face value. Any loss so caused has to 
be borne by the person presenting the light coin(s). 

Legal Tender. —By legal tender is meant money which the law 
allows to te valid in satisfaction of a debt. In the United Kingdom, 
for instance, no one can be compelled to accept more than £2 in 
silver or one shilling in coppers (or bronze, as this coin should, 
strictly speaking, be termed) in satisfaction of a debt; consequently 
it is said that silver is not legal tender for sums exceeding forty 
shillings. In the same way, when a sovereign is of less weight than 
122*5 grains it is no longer legal tender, and although within certain 
limits, gold coins on which the loss of weight by wear and tear 
amounts to three grains per sovereign, may be called in and the 
full nominal value allowed, the holder of a light coin is liable to 
have it clipped.and rendered non-circulating, receiving in exchange 
therefor the actual value of the gold contents. Gold and silver 
coins have milled edges in order that their mutilation or clipping 
may be rendered more difficult. Notes issued by the Bank of Eng¬ 
land for £5 and upwards are legal tender in circumstances which 
are detailed in the section dealing with the Bank of England, whilst 
notes for £1 and 10s. issued by the Bank of England to replace 
Government currency notes are legal tender to any amount in the 
United Kingdom. 

Joken M o ney . —Unlike the gold coins, which, if melted down 
shoSd ieicK liieir full face value, silver and bronze coins are 
generally worth much less than their nominal value, consequently 
their value is purely conventional and they are known as token 
money, or subsidiary coinage. Until 1920, the silver coinage of 
this country was regulated by Coinage Acts which provided that a 
pound of standard silver metal was to be,coined into 66 shillings of 

(1481) 
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a standard fineness of 925 ; that is to say, there were 925 parts 
silver and 75 alloy. Standard silver was thus said to be 37/40ths 
fine. During the great European War and for a time afterwards, 
the price of silver increased to such an extent that silver became 
more valuable as bullion than as coin. To remedy this the Coinage 
Act, 1920, was passed, in which it is provided that silver coins shall 
consist of 500 parts silver and 500 parts alloy. The effect of this 
is that silver coins again become tokens, as the value of the silver 
contained therein is less than the value at which they circulate. 

It may be noted that, mainly owing to trade dislocation in the 
chief silver-using countries, notably China, which has brought about 
a fall in demand, and to the abandonment of the use of silver as 
coinage in other countries, the price of silver has fallen so low since 
1930 that the market value of the silver in our silver coinage is now 
almost negligible. We could, therefore, if there were any point in 
it, revert to the former standard of fineness, viz., 37/40ths, without 
affecting materially the token character of our silver coinage. 

Gresham’s Law. —Sir Thomas Gresham, who lived in the six¬ 
teenth century, and was Queen Elizabeth’s adviser in commercial 
and monetary matters (he was the founder of the London Royal 
Exchange which bears his arms, the famous grasshopper) was the 
first to state clearly, something that a little reflection will make 
clear to everyone, namely, that bad money drives out good money 
from a country. This means, for example, that if a number of 
light or otherwise defective coins are in circulation, together with 
coins of full weight, people will pass on the light coins and will hoard 
the good ones, so that gradually the good coins will be hoarded by 
private individuals, or find their way into the hands of the bankers 
and bullion-brokers, or become melted into bars, for when it 
becomes necessary to send gold or silver coin abroad, its value is 
determined not by its face value but by the weight and fineness. 

The importance of keeping the coinage pure will readily be 
grasped, and in all countries the mutilation of the currency by clip¬ 
ping pieces off the coins or by " sweating ” (shaking a number of 
coins together in a bag or other receptacle) is an offence visited 
by severe punishment. 

Gresham's law applies not only to cases where light or defaced 
money is in circulation, but where for any reason part of the currency 
becomes of less value than the remainder. For example, if gold 
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and silver are employed together, each being full legal tender, and 
the Jaw states that a certain weight of standard silver shall be 
taken as the equivalent of a certain less weight of standard gold, 
gold and silver coins will remain in circulation so long as the value 
of the metals remains unchanged; but directly one metal rises or 
falls in value so that the fixed ratio between the two ceases to be 
exact, that metal which has fallen below the fixed value will remain 
in circulation, whilst the other will gradually be withdrawn and 
melted into bullion (when it could be sold for more than the legal 
equivalent in money of the other metal) or exported. 

Bimetallism. —The circulation of gold and silver, both being 
legal tender at fixed ratio, is what is known as bimetallism, and 
from time to time it has been supported by eminent authorities, 
who say that its failure in the past (for it has been adopted, and up 
to 1816 was in practice, in this country) has been due to its not 
having been scientifically applied. In practice, the difficulties of 
adjusting the ratio from time to time to meet changing conditions 
make the maintenance of a theoretically bimetallic system almost 
impossible, to which must be added the dangers of a projected 
change of ratio becoming the subject of political controversy in 
which it is difficult to get things settled on their academic merits. 
Thus the leading commercial nations have all now settled down to a 
single standard based on gold, whilst it is expected that the few 
remaining on either some form of a bimetallic standard or a single 
silver standard must come into line sooner or later. 

Paper Currency. —In addition to metallic money, practically 
every country has in circulation a certain amount of paper money. 
We do not here refer to credit instruments such as bills of exchange 
and cheques, although these might be included in the term, for to 
a limited extent they can circulate from hand to hand, but actual 
paper money issued by either the Government or certain privileged 
banks, and performing exactly the same function as gold and silver 
coin. The paper money may be divided into two classes, viz., 
that which is convertible at the holder's wish into metallic money, 
and that which is not. Bank of England notes are a familiar 
form of convertible paper money, for the holder is entitled at any 
moment to demand against surrender of the note gold equivalent 
to the face value of the note. To limit, however, this right to those 
who require gold for export in connection with international business, 
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the Bank of England is only liable to pay out gold for its notes in 
bullion of not less than 400 oz. at a time, approximately £1,700. 
This ensures the convertibility of the issue, whilst at the same time 
prevents people wasting gold by withdrawing it for purely internal 
circulation. It has been found in actual practice that there is no 
real point in having an internal gold circulation, and this restriction 
is a measure aimed at assisting the Bank of England to utilise our 
stock of gold to the greatest advantage. 

In some countries, however, the State issues inconvertible paper 
currency, i.e. notes on which a certain value is printed, but which 
carry no obligation on the part of the State to pay out gold in 
exchange for them. This has been largely done in the countries of 
South America, and as there is no real check upon a Government 
issuing a fresh lot of these notes when it becomes pressed for funds, 
a great deal too much paper money of this sort has been created, 
with the result that Gresham’s Law has come into operation and 
gold has disappeared from circulation, for foreign creditors would 
require payment in gold. While at the start there might not be any 
difference between the value of a gold dollar and a paper dollar, the 
increased supplies of the latter money having no real exchange value 
would gradually cause gold to go to a premium (which is the same 
thing as saying that the paper money is at a discount) and merchants 
and others having to make payments abroad would find it necessary 
to pay more than one paper dollar in order to obtain a gold dollar 
or its equivalent in that metal. This disparity between the two forms 
of money would vary from time to time, and such fluctuations 
would be very injurious to trade. As already stated, this has 
happened in most of the South American countries and in many 
European ones as well, with the result that at the present time it is 
impossible to tell from one day to another how much the national 
currency of some of these countries is worth, expressed in sterling 
or any other foreign currency. 

Some of the wealthier countries which have suffered from these 
mistakes of currency have attempted, in the past, to remedy the 
matter by accumulating large reserves of gold, and rendering the 
paper currency convertible into gold at a fixed rate, lower than the 
nominal value. This has worked very well, although it is still 
vexatious for the foreigner to have to deal with two currencies in 
one country. 
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Currency Notes. —At the outbreak of the Great War in 1914 
there was considerable hoarding of gold by people who feared what 
the outcome of a period of war might be, and, although the country 
was definitely solvent, there was a real shortage of circulating 
medium with which to carry on daily affairs. To meet this difficulty 
the Government issued currency or treasury notes for £1 and 10s. 
on the security of the national wealth, and, as they were made legal 
tender, the banks co-operated with the Government by paying out 
depositors in currency notes and retaining what gold came into their 
hands, later handing such gold over to the Bank of England, where 
it became the gold reservoir of the country. 

With some modifications as to the conditions under which such 
notes should continue to be issued by the Treasury, and following 
the recommendations of various commissions which inquired into 
this and related matters (notably the Cunliffe Committee), such 
notes for £1 and 10s. continued to be issued by the Treasury on 
behalf of the Government until 1928. In that year, following the 
Currency and Bank Notes Act of 1928, the Treasury ceased to issue 
such notes, and the Bank of England started to issue notes for 
£\ and 10s. in lieu of them. Gradually the old currency notes issued 
by the Treasury are coming in and being cancelled, and the general 
circulating medium used in internal transactions in this country is 
the £1 and 10s. notes issued by the Bank of England. Further 
reference is made to this in the section dealing with the Bank of 
England. 

Perhaps this would be a fitting place to mention that while one 
speaks of the gold dollar as a unit, no such gold coin exists. What 
do exist are gold coins of five, ten or twenty dollars, as the case may 
be, but it is found convenient to refer to the dollar as the unit of 
account. The United Kingdom, it may be mentioned, is exceptional 
in having so high a monetary unit as the sovereign. 

The reader who finds the currency question difficult of compre¬ 
hension may solace himself with the reflection that it is one of the 
most intricate matters in economic science. 

Specie and Bullion. —These terms are often encountered in 
connection with money, particularly in connection with the ship¬ 
ment of money from one country to another to liquidate inter¬ 
national indebtedness in the manner described later on in this 
work in connection with the foreign exchanges. Specie indicates 
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gold and silver coin, whereas by bullion is meant gold or silver in 
bars, or in the mass, although bullion is sometimes also used to 
indicate large quantities of gold and silver coins. 

Money as Merchandise. —The term " money " is often used in 
a special sense, particularly in the financial columns of the daily 
press, where one may often read that there was not much demand 
for money, and that rates were easier ; or one may read the opposite, 
viz., that money was in considerable demand, and that high rates 
were paid for it. Here money has to be taken in the sense of mean¬ 
ing loans, and the price paid, or rates, as representing the interest 
paid for the use of a sum of money for a certain period. 

Decimal Coinage. —With the exception of the United Kingdom 
and one or two of the dominions, practically every civilised country 
has adopted a decimal system of money, the unit being divided 
into one hundred parts. Many attempts have been made to 
introduce a decimal coinage into this country, but without success. 
A Royal Commission appointed to consider the matter in 1919 
issued a report of a neutral character, no legislation being 
recommended. 


Questions 

1. State what you know about the system of Barter. 

2. Name some of the earlier forms of money. 

3. Why are gold and silver considered the best metals for a 

coinage ? 

4 . Enumerate the qualities of good money. 

5. What do you understand by “ Stability of Value ” ? 

6. How were debts settled in money prior to the introduction of 

coins ? 

7. What is a coin ? and state the weight of an English sovereign. 

8. The Mint price of gold is £3 17s. lOJd. per oz. What does 

this mean ? 

9. Give a definition of the term (a) Legal Tender; (b Token 

Money. 

10. State what you know about Gresham's Law. 

11. What are the disadvantages of an Inconvertible Paper 

Currency ? 

12. Give short definitions of the following terms: Bimetallism, 

Specie, and Bullion. 



CHAPTER XIII 


BANKS AND BANKING 

Functions of a Banker. —A banker buys cash and various classes 
of credit documents from his clients, and gives in exchange therefor 
a credit in his books ; he buys other people's debts and collects 
them, and is a dealer in money and credit. The customer, when 
paying in bank notes, coin, cheques or various instruments of credit, 
sells them to his banker, and the relation between the two then 
becomes that of debtor and creditor. The banker is, of course, 
under the obligation of repaying on demand the amount due to the 
customer if the account be a current account; but if a deposit 
account has been opened, the banker's obligation is to pay only 
at the expiration of the agreed period of notice of withdrawal. 

The main portion of the banking business of the country is now 
in the hands of the great joint-stock banks wh ch, by a process of 
absorption and amalgamation, have reduced the private bankers to 
one small firm in the provinces of no material importance, and one 
firm in London which, although smallish, is of considerable influence. 
In this process they have interwoven the country with a close net¬ 
work of branches. 

The chief functions of a banker are— 

(a) The receipt of deposits, 

(b) The granting of loans and advances, 

(c) The discounting of bills of exchange. 

The three headings may be enlarged upon as under— 

(a) The receipt of deposits (i.e. on “ current account") results 
in the creation of an obligation on the part of the banker to pay 
money on demand. The customer's right to receive such money 
is evidenced by his cheques upon the banker, and the customer 
can transfer this right to any person he chooses. 

When a " deposit account" is opened, the obligation of the 
banker is to pay only at the expiration of the agreed period of 
notice of withdrawal, as has been previously stated. Such notice 
may be seven days, or fourteen days, or one month. The London 
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branches of the various Colonial banks receive deposits for such 
long periods of notice, as one, two, or sometimes three years ; but 
the shorter terms mentioned are more in accordance with the cus¬ 
tom of the English banks. 

(b) In granting loans and making advances a banker employs 
a large proportion of his resources. The rate of interest charged 
on loans and advances varies considerably as each bank fixes its 
own rates which are influenced by the amount and duration of the 
loan, the class of security offered, the financial position of the 
borrower, and the state of the money market. 

(c) The discounting of bills of exchange is a most important 
feature of the work of a bank. In discounting a bill, a banker buys 
the right to receive a certain sum on a definite future date (i.e. the 
due date of the bill) and the customer receives in return the imme¬ 
diate right to an amount which is ascertained by deducting the 
banker's charge (which he terms his " discount ”) from the face 
value of the bill. The " discount ” is, of course, the banker's 
gross profit on the transaction. 

Commercial bills when discounted form an excellent class of 
banker's asset in the main. In the first place, they normally repre¬ 
sent produce of some kind or other, and therefore have a bona fide 
value. In the second place, every bill usually has two or three 
signatures, which add further to its security; because nearly every 
person who is a party to a bill guarantees the ultimate payment 
thereof. In the third place, the discounting of bills can be so arranged 
that they fall due in certain amounts day by day, and thus enable 
a bank to meet to a large extent calls that may be coming upon it. 

The Bank of England is fully described in Chapter XXIII, to 
which the student is referred. 

v "" Savings Banks. —Great Britain is credited by some authorities 
as being able to lay claim to the establishment of savings banks. 
The first self-supporting savings bank was established in 1810 by 
Henry Duncan, a Dumfriesshire clergyman, and was known as the 
Ruth well Savings Bank. Previous to the above date, the banks 
which had been established for savings were, in the main, charitable 
institutions, and not banks as we now understand the term. 

It was not until about the year 1817 that any legislative measures 
were taken with regard to savings banks. During the early years 
of the last century savings banks were established in this country 
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on a fairly extensive scale, although in some quarters the movement 
was opposed. An unfortunate feature of early savings bank 
history was the number of frauds of various officials which were 
productive of much distress and caused a serious check to the 
progress of habits of thrift. For several years there had been 
agitations in many quarters that savings banks should be placed 
under the direct control of the State, and that depositors should be 
afforded Government security in respect of their deposits. Accord¬ 
ingly on the 17th May, 1861, the “ Post Office Savings Banks Act ” 
received the Royal Assent—the name of the late Mr.W. E. Gladstone 
being very closely associated with this measure, which has been 
such a remarkable success in every way. 

The main rules for the conduct of the business of the Post Office 
Savings Bank are now so well known that they do not call for any 
comment. 

Since the passing of the above-mentioned Act of 1861, there 
have been other legislative measures, all of which have helped to 
make the Post Office Savings Bank the splendid organisation it is 
for promoting and encouraging thrift. 

In addition to the Post Office Savings Bank, there are other 
organisations which are under no responsibility to the State, and 
make no returns to Parliament, but which, nevertheless, do much 
useful work in the cause of the promotion of thrift. 

The Yorkshire Penny Bank is the largest voluntary savings 
bank unconnected with the Government. 

Then there are the Trustee Savings Banks, in which the depositors 
do not enjoy Government guarantee and security in respect 
of their deposits, as is the case with the Post Office Savings 
Banks. Some years ago there were many defalcations by the officials 
of the Trustee Savings Banks, and the amounts involved were often 
very large, as most of the depositors were under the impression 
that their deposits enjoyed Government security. This, however, 
was not so; the only responsibility that rested with the Government 
was as to the repayment to the trustees of the various moneys such 
trustees were required by law to deposit with the National Debt 
Commissioners. There has been little trouble with regard to the 
Trustee Savings Banks during the past few years, as they are now 
under a close system of Government inspection and audit; thereby 
placing them on a firmer footing than they have ever been 
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Building Societies —There are now in this country just over 
1,000 building societies, many of them of enormous size, which 
transact a specialised form of money-lending in the shape of taking 
deposits from the public and re-lending it to borrowers on the 
security of mortgages of land and buildings. This was a class of 
business not favoured by the banks as it tended to lock up their 
funds for too long periods, their main object in the utilisation of 
their resources being liquidity. The building societies have sur¬ 
mounted this difficulty by taking this business practically outside 
the banking world and specialising in it on their own. 

As a subsidiary part of their activities many building societies 
also transact ordinary banking business, issuing cheque books, etc., 
but in this extension of their work they must be regarded as banks 
rather than as building societies. The rapid growth of the larger 
societies is important in that it shows the possibilities which await 
specialisation in the various phases of banking business, a factor 
which is likely to affect the banks very materially over an extended 
period. 

Joint-Stock Banks. —The major portion of the banking business 
of this country is now in the hands of the great joint-stock banks. 

The development of these institutions dates from the year 1833 
when an Act was passed permitting the establishment of joint- 
stock banks in London, provided they did not issue their own 
notes. As a result, the London and Westminster Bank (now the 
Westminster Bank) was established in 1834, followed soon after 
by the Union Bank of London (now the National Provincial Bank), 
and next came the London Joint-Stock Bank (now the Midland 
Bank). The earlier years of their existence were not characterized 
by any great development, as they had to contend with many diffi¬ 
culties and were regarded for some time in an unfriendly spirit 
both by the Bank of England and by the private bankers, the 
latter being then of greater importance than they are at the present 
time. We have seen that the joint-stock banks were not permitted 
to issue their own notes, the aim of the legislature being to give the 
Bank of England the monopoly in this respect. Precluded from 
issuing notes, the joint-stock banks directed their energies in 
another direction and a rapid development of the cheque as a 
circulating medium resulted. Cheques have now largely superseded 
bank notes as a medium of circulation, and the former now play 
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a more important part in the English system of banking than in 
the system of any other country in the world. 

If we look at the more recent development of banking in this 
country we shall find that two points stand out very prominently 
as having contributed in a large measure to the present great 
importance and magnitude of the joint-stock banks, some of which 
even overshadow the Bank of England in the volume of their opera¬ 
tions. In the first place, there have been many combinations with 
other banks by means of amalgamation and purchase ; and secondly, 
the spread of the branch banking system has been very great. It 
is sometimes thought that the marked tendency now prevailing 
among the joint-stock banks towards amalgamation may lead to a 
monopoly. This, however, does not appear to be the case. In 
the first place, concentration ensures greater efficiency. Secondly, 
the combinations that have taken place between the great banks 
have been for the public good, for the creation of a comparatively 
small number of powerful banks of unquestionable security renders 
decisive action possible in times of financial trouble, which will go 
a long way towards preventing a recurrence of the great financial 
panics of the last century. No bank amalgamations can now take 
place without the previous sanction of the Treasury. 

How to Open an Account.— When a stranger desires to open 
an account, a banker will usually ask for an introduction from some 
person already known to the bank. If the introduction is not 
given personally the banker will require a letter signed by the 
introducer—a business or address card is not sufficient. 

If the proposed customer is unable to obtain an introduction 
from someone already known to the bank, two satisfactory refer¬ 
ences will generally be required. The custom varies in different 
banks with regard to introductions and references; but a banker 
is always very careful with whom he opens an account, since the 
possession of a cheque book by an unscrupulous person may result 
in the circulation of many worthless cheques, and cause consider¬ 
able losses to unsuspecting persons who may have cashed such 
cheques. On attending at the bank, the new customer will be 
required to write his usual signature in the bank's specimen signa¬ 
ture book. He also will be asked to furnish, as a rule, the names 
and addresses of two references (where there is no personal intro¬ 
duction) and give other information, e.g. business or occupation, 
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previous banking accounts (if any), and business and private 
addresses respectively. A customer should not depart in any way 
from the specimen signature originally given since any variation 
in this respect will justify the banker in refusing to pay cheques 
not drawn strictly in accordance with the original signature. The 
banker does not issue a cheque book until he has received satisfac¬ 
tory replies to the refetences given. 

There are some bank managers who make it their custom to have 
a personal interview with every new client, and this is a very good 
plan, since the points discussed on such occasions often enable the 
banker to obtain useful information as to the customer’s financial 
position, respectability, class of business, and so on. 

Deposit and Current Accounts. —Deposit accounts bear inter¬ 
est at agreed rates. Normally only simple interest is allowed, but 
in most cases arrangements can be made to withdraw the interest 
when due at the end of the half-year and add it to the principal, in 
effect making the transaction subject to compound interest. In 
London and the South of England generally no interest is allowed 
on current accounts, except in exceptional circumstances, and no 
charge is made for keeping such an account provided an agreed 
minimum balance is maintained. For a small private account, such 
an agreed minimum may be as low as £ 25, whilst for an active 
business account several hundreds may be stipulated for. In each 
separate case the matter is one for private bargain, there being no 
set rule and not many strong local customs. 

In the North of England and in the Midlands it is frequently 
customary for a very small rate of interest to be allowed on current 
accounts, calculated on the nightly balance, and for this to be offset 
by a commission charge calculated on the “turnover ” of the account, 
or the total of the cheques withdrawn. In general such a rate of 
interest will vary from 1 per cent to 1J per cent per annum, whilst 
the commission will vary from 6d. per cent on the larger accounts 
to 5s. per cent on smaller ones. These calculations are made 
half-yearly, and usually only a net figure is entered in the pass¬ 
book, being a credit entry where the interest has exceeded the 
commission, and a debit where otherwise. In general, it may be said 
that whilst the practice varies between North and South, the general 
result arrived at is very roughly the same, the two systems being 
retained on account of local tradition in each case. 
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Broadly speaking, a banker is enabled to pay interest on a deposit 
account because, being repayable only after the expiration of a 
stipulated notice, he is enabled to lend it out for a longer period, 
thereby earning a higher rate of interest. In the case of current 
accounts, which are repayable on demand, the banker is not able to 
lend out so high a proportion of such money as a larger proportion 
must be retained in hand, earning nothing, in readiness to meet 
any demands for repayment. 

The rate of interest allowed on deposit accounts is a fluctuating 
one, and is called the “Bankers' Deposit Rate." It is 2 per cent 
below the rate charged by the Bank of England for discounting the 
bills of its customers. This discount is usually termed the “Bank 
Rate" and is changed periodically. When the Bank Rate is raised 
by the Directors of the Bank of England, the “Bankers’ Deposit 
Rate" is increased proportionately, and the reverse happens when 
the Bank Rate is lowered. The limit of Bankers’ Deposit Rate is 
usually from 1 to 5 per cent; that is to say, whatever the Bank Rate 
may be, the Deposit Rate does not fall below 1 per cent, nor amount 
to more than 5 per cent. 

On occasions when the Bank Rate changes, advertisements are 
inserted in the financial Press by the joint-stock banks, stating that 
their Deposit Rate has been increased or decreased as the case 
may be. 

Payments to Account. —Having opened an account, a customer 
is supplied with a “paying-in book." Loose paying-in slips are also 
issued, but a book is generally used. The customer fills up the book 
in accordance with the printed particulars, showing the total of 
silver, copper, bank notes, etc., and then adds up the various sums, 
placing the grand total at the bottom of the slip. These particulars 
are repeated in the counterfoil of the book, and the total here, of 
course, should agree with that on the slip. On taking the paying-in 
book to the bank, the cashier will check it over and place the bank 
stamp (together with his initials) on the counterfoil, and hand the 
book back to the customer. 

The counterfoil, duly stamped and initialed, is practically a receipt 
given by the banker, and the total of the paying-in slip is subse¬ 
quently posted to the credit of the customer's account in the bank 
ledger. 

When post-dated cheques are received, they should not be paid 
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in to the bank until their true date, and when cheques are in order 
as to date, they should be paid in as soon as possible. The neglect 
to pay a cheque in promptly is attended with some risk, as the 
person who drew it may fail in the meantime, in which case his 
bankers would return the cheque unpaid, or he may die, in which 
case the bank would also return the cheque and delay might occur 
in obtaining payment from the executors. 

The Pass Book and its Uses.—T here are two methods in which 
banks keep their pass books. 


Dr. 


1931 
July 1 
» 3 


( a ) The Home Counties Bank, Ltd. 
In account with 


George Smith, Esq., Park Villas, Guildford 

Cr. 



r i93i 


" | 


To Balance *1 300 

„ Cash .11 50 | 

. 1 ! 

I i 

j July 5 

! 

By Sell 

; 25 

1 

i 



( b ) George Smith, Esq., Park Villas, Guildford 
In account with 


The Home Counties Bank, Ltd. 

Dr. 


1931 





1931 



July 5 

To Self 

25 


1 

July 1 
.. 3 

Ry Balance 
,, Cash 

300 

50 


Cr . 


The explanation of the difference in the form is that in the first 
example, the bank being in account with the customer debits 
itself with cash paid in and credits itself with cheques drawn by 
the customer. In the second form the customer is in account 
with the bank, so that sums paid in are credited, and cheques 
drawn are debited. 

If an error has been made by a banker in a pass book entry he 
is not precluded from rectifying such error. Should the customer 
however, acting on the faith of such an entry alter his position, 








LONDON BANK, LIMITED 
:redit the 

Account of . W . Jones & Co., Ltd. 
it Leeds Branch . 



°aid in by. ... H. B. Green... 

Customers are advised that the Bank 
eserves the right at its discretion to post- 
>one payment of cheques drawn against 
mcleared effects which may have been 
credited to the account. 

Country Cheques require three and 
Metropolitan Cheques two dear days for 
collection. 


LONDON BANK, LIMITED 
CREDIT the 

Account of W. Jones & Co., Ltd. 
At Leeds Branch 



Paid in by . H.B. Green . 

Customers are advised that the Bank 
reserves the right at its discretion to post¬ 
pone payment of cheques drawn against 
uncleared effects which may have been 
credited to the account. 

Country Cheques require three and 
Metropolitan Cheques two clear days for 
collection. 


N.B. Where the Postal Orders exceed in number more than can conveniently be 
idded up rapidly, they should be listed on a special Post Office docket which the bank 
vill supply on request. 

“Drafts” includes cheques, money orders, bills,, and any other paper instruments 
nade payable in sterling within the United Kingdom. The list can be continued on the 
Jack, if necessary, and a total brought forward to the front. Each draft must be listed 
separately to facilitate tracing of errors. 

A Specimen Paying-in Slip 
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the banker is no doubt liable, but to what extent almost entirely 
depends upon the particular circumstances of the case. 

The following is a specimen double page of a pass book. 

The Home Counties Bank, Limited 
In account with 

The Progressive Engineering Coy., Ltd., Croydon 


Dr. Cr . 


1931 

Forward 

4,117 

2 

7 

1931 

Forward 

4,006 

12 

3 

Dec. 3 

To Sundries 

200 

0 

0 

Dec. 3 

By Wages 

120 

17 

6 

„ 16 


50 

0 

0 

„ 5 

„ Jameson 

4 

0 

0 

„ 24 


350 

0 

0 


,, Premier 




„ 30 

Acceptance 





Steel 

50 

0 

0 


Walker 

300 

0 

0 

„ 9 

„ L. M. & S. 










Rly. 

45 

10 

6 






rr rr 

„ Brown 

4 

10 

0 






„ 10 

,, Wages 

119 

10 

10 






„ 12 

,, Watson 

132 

7 

1 







,, Selves 

10 

0 

0 






r rr 

,, Wilson 

6 

0 

0 






H 16 

,, Johnson 

3 

0 

0 






„ 17 

„ Wages 

122 

12 

9 






„ 20 

„ Rogers 

12 

0 

0 






» i* 

„ Petty Cash 

5 

0 

0 


1 




„ 23 

„ Acceptance 







! 

i 


Jones 

100 

0 

0 






„ 24 

„ Wages 

! 119 

13 

0 





1 


„ Jackson 

38 

10 

0 






99 

„ Watkins 

12 

0 

0 






„ 31 

„ Salaries 

50 

0 

0 






it >» 

„ Charges 

1 

1 

0 






it it 

„ Balance 

53 

17 

8 

1932 

l 

5,017 

2 

! 7 


c 

| 5,017 

2 

7 










Jan. 1 

To Balance j 

53 

17 

1 8 



; 




In the above specimen page of a pass book, the entry of £\ Is. 
under date 31st December is the charge made by the bank for 
keeping the account. 

As regards the amounts paid in and shown on the debit side, 
it may be mentioned that some customers make up their paying-in 
slip to a level number of pounds, which total most banks enter in 
the pass book merely as sundries, not subdividing the various items. 

The introduction of machines into the banks for ledger posting 
has made a few minor changes in the form of the pass book, which, 
however, still retains the same attributes as the hand-written book. 
One difference is that the old bound book was written up from time 
to time, being sent into the bank periodically for this purpose. The 
"statements” which have replaced these bound books are kept 
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running from day to day by the bank and are handed to customers 
monthly, quarterly, or half-yearly, as may be arranged. The 
customer has been previously supplied with a loose-leaf binding 
case into which he places the statement as received and retains the 
whole, the bank starting a new statement sheet on sending the first 
one out. Some machine systems post against withdrawals only the 
number of the cheque instead of the name of the payee, whilst others 
post the name as heretofore. The information given is identical 
under both systems, but, where the cheque number system is used, 
work in the counting house is simplified if the bank record is posted 
both by cheque number and payee's name at the outset. Ihe bank 
statement can then be agreed much quicker than otherwise when 
received from the bank. 

It will also be found that in some of these statement sheets a third 
column is given which contains a number of figures bearing no 
apparent relationship to the rest of the account. These can usually 
be ignored, as they are mainly figures thrown out for balancing 
purposes by the machines during operation. In some cases, however, 
they are the figures of the nightly balance on the account, and can 
be used for checking the bank’s calculations of charges where the 
interest and commission system is in use. The nightly balance 
multiplied by the number of days it has remained unchanged gives 
a figure known variously as a "decimal" or a "product." The 
addition of these decimals at the end of the accounting period gives 
a figure which can be converted into a sterling amount by means of 
tables which bankers have in use. For example, a balance of £100 
which remained unchanged for thirty days would give a decimal of 
3,000, and reference to the tables shows that at 5 per cent this 
would indicate a sterling sum of 8s. 3d., and at 2 per cent a sum of 
3s. 3d. The division of the total decimals accumulated over a period 
by the number of days in the period also gives one the exact average 
balance over the period. For example, where the total of the 
decimal column comes to 18,000 and the period during which this 
has accumulated is ten days, the exact average balance over the 
period was £1,800, although it may happen that on no one night 
did this actual figure ever appear as a nightly balance. The value 
of these calculations becomes apparent when the account is subject 
to an arrangement that no charges shall be made provided a certain 
average balance is maintained. 

is—(X4*x) 
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Questions 

1. What is a banker ? 

* 2. Describe the functions of a banker. 

3. Write a short account of the history of savings banks up to 

the passing of the Post Office Savings Banks Act of 1861 

4. Give an account of the rise and progress of the English 

joint-stock banks. 

Describe the usual procedure when opening a current account. 
Why is it essential that a banker should use great care in 
issuing a cheque book to a new customer ? 

#6. A banker pays interest on the balance of a deposit account, 
but does not usually do so in the case of a current account. 
Explain the reason for this. 

tj. Give a specimen of the methods in which different banks 
he^d their pass books, and explain the difference existing 
between the two rulings. 

8. What is, briefly, the position of the banker and customer 
with regard to the effect of entries in a pass book ? 

# 9. What is the difference between a " deposit ” and a “ current " 
account ? 

10. Why is the relation of a banker to his customer that of a 
debtor to a creditor ? 

Describe the various ways in which a banker arrives at his 
charges for keeping an account. 
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CHEQUES AND BILLS OF EXCHANGE 

Cheques.—A cheque is a written order to a banker to pay money 
on demand. It must bear a twopenny stamp, which may be 
denoted by either an impressed or an adhesive stamp, and even 
two penny stamps may be used. 

We will now consider the various parties to a cheque—of which 
a specimen is given on the following page— 

In this cheque, Frederick Browne is the drawer, Meredith, 
Dickens & Co. are the " payees ” and the National Provincial Bank 
is the “ drawee.” As this cheque is to “ order,” the payees must 
write their names on the back ( i.e ., endorse) before they can receive 
payment; and this holds good with all order cheques. 

Another form of cheque is one to " bearer,” and in the case of 
bearer cheques it is not necessary for the payee to endorse. 

If neither of the words “ order ” nor “ bearer ” follow the payee's 
name, then the cheque is taken to be as if to “ order,” and conse¬ 
quently requires endorsement. 

In the case of the order cheque the National Provincial Bank, in 
addition to being the drawees, are also called the “paying bankers.” 
If Meredith, Dickens & Co. banked at some other bank that bank 
would brand the cheque with a rubber stamp bearing their name 
before sending it through the Bankers' Clearing House, and such 
other bank would be called the “ collecting banker. ” Where a cheque 
purports to be endorsed by the payee, even though such an endorse¬ 
ment afterwards turns out to be forged or unauthorized, the collect¬ 
ing banker is protected against claims from the rightful owner if the 
cheque is crossed, provided he was acting as collecting banker in 
good faith, without negligence, and with no notice of the forgery. 

Similarly, the paying banker is likewise protected under the same 
conditions under another section of the Bills of Exchange Act, 1882. 
In each case, however, the banker must see that the endorsement 
agrees with the name of the payee as given on the face of the cheque 
in accordance with certain customs which are set out in a later 
section of this chapter, but if the endorsement is what is termed a 
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per pro. one, that is to say, by someone acting on behalf of the 
payee, and not actually done by the payee himself, the collecting 
banker is responsible that such agent deals with the proceeds of the 
cheque only within the limits of his agency. 

Date of Cheques. — If a cheque is undated, any holder may 
insert what he believes to be the true date, but no alteration 
in a date can be allowed unless it is signed by the drawer of the 
cheque. 

A cheque may be dated on a Sunday, it may be ante-dated, or it 
may be post-dated, that is, it may bear a date subsequent to the 
day on which it was actually drawn. A banker who inadvertently 
pays a post-dated cheque incurs no penalty, but he cannot debit 
the amount to the customer's account until the actual date on the 
cheque arrives. 

Alterations. —Either the payee or drawer may alter a cheque 
from bearer to order by ruling out the former and writing in the 
latter word; but only the drawer may alter an order cheque to 
bearer Any alteration in a cheque should bear the signature of the 
drawer. 

Signing Cheques. —Cheques should be signed in accordance 
with the specimen signature given when the account was opened, 
and any variation therefrom, either in the style of writing or in 
the composition of the signature, will justify a banker in returning 
a cheque unpaid, e.g., if an account has been opened in the name of 
Jones & Co., and this was the manner in which the firm's name 
was signed, should a cheque be presented signed as “ J. P. Jones 
& Co." the banker would return it unpaid. 

Unpaid Cheques. —The following are the main instances in 
which bankers return cheques unpaid— 

Examples. Answer . 

(1) When a cheque is pre- A banker owes a legal duty to 
sented and the drawer has not his customer not to disclose the 
a sufficient balance to meet it, customer's business to outsiders, 
or has not arranged for an over- but to tell an outsider that there 
draft. was no money in the account 

would amount to a disclosure; 
so when faced with this difficulty 
the banker says in effect, "lam 
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not going to pay this cheque, but 
I will not tell you why. If you 
want to know you must ‘refer 
to the drawer,’ who is my cus¬ 
tomer, and who is the only 
person to whom I, as a banker, 
owe any duty.” The banker, 
therefore, writes on the top of 
the cheque “Refer to drawer,” 
and in course of time this has 
come to be an indication that 
there is no money in the account 
to meet the cheque. The Law 
Courts, however, have stead¬ 
fastly refused to allow that 
“ Refer to drawer ” can have a de¬ 
famatory meaning and a banker 
is, therefore, strictly speaking, 
entitled to use the phrase at any 
time. Sometimes the abbrevia¬ 
tion “R/D” is used, but such 
abbreviations infringe the rules of 
the London Clearing House, and 
are not used much nowadays. 

An alternative sometimes met 
with is the answer “Not suffi¬ 
cient,” or “N/S,” meaning that 
there is some money in the 
account, but not enough to meet 
the full amount of the cheque, 
but as this answer tends to dis¬ 
close even more of the customer’s 
business than “ Refer to drawer,” 
it is usually only used at the 
express request of the customer. 


(2) When the amount ex- 14 Words and figures differ.” 
pressed in words differs from that The words govern the instru- 
given in figures. ment, and, legally, the banker 
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(3) When a customer pays in 
country cheques, a banker will 
not permit him to draw against 
them until they are cleared, 
unless such customer keeps a 
fairly good account (see specimen 
slip on p. 183). 

(4) In cases where a cheque 
has been torn as though to 
cancel it, the paying banker 
will return it unpaid, unless the 
presenting banker, after pasting 
the parts together, adds the 
words “ Accidentally mutilated 
by us ” followed by the bank 
stamp and signature. 

(5) If a cheque is presented 
for payment more than six 
months after its date, it is the 
usual custom to return such a 
cheque unpaid pending reference 
to the drawer. 

(6) When a customer has in¬ 
structed his banker to refuse 
payment of a cheque. 


can pay on the words; but in 
practice the cheque is returned 
marked as above, except that 
where the collecting banker has 
attached a ticket claiming only 
the lower of the two amounts, 
such lower amount will usually 
be paid. 

11 Effects not cleared/* This 
shows that the customer has 
paid in certain cheques (t.e., 
effects), which have not yet been 
paid by the banks on whom they 
are drawn. The words " Present 
again ** are often added to the 
above-named answer. 

“ Cheque mutilated/* 


“ Out of date/’ thus allowing 
the customer to verify an old 
transaction about which he may 
have forgotten. 


“ Orders not to pay ** or 
“ Payment countermanded by 
drawer." Each of the above 
answers means the same, but 
both forms are given, as all 
banks do not, of course, use the 
same answer. 
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The following answers call for no comment, viz., 11 No Account/’ 
" Account closed/' and “ Alteration in amount requires drawer's 
signature." 

Termination of Banker’s Authority to Pay Cheques.—A 
banker's authority to pay his customers’ cheques ceases on receipt 
of 

(1) An order from the customer himself stopping payment; 

(2) Notice of the customer's death; or 

(3) Notice of the customer's insanity, although this must be an 
official notice, and not a casual intimation; 

(4) Official notice of the customer’s bankruptcy, or in the case of 
the account of a limited company, notice of winding-up, or in the 
case of a partnership account, notice of the death or bankruptcy 
of any individual partner; 

(5) Receipt by the bank of any order of Court, such as a garnishee 
order, which has the effect of sending the account dormant for the 
time being; 

(6) Receipt by the bank of notice of assignment by a customer 
of the balance of his account; 

(7) Where the account is a trust account, receipt by the bank of 
definite evidence that the customer is about to commit a breach 
of his trust, although very strong evidence would naturally be 
required; and, finally, 

(8) Acquiring the knowledge that the title of the person presenting 
the cheque was faulty. 

In cases (1) to (4) the bank on which the cheque was drawn would 
return it unpaid, marked with a brief note of the exact reason for 
return, whilst in the other cases the bank would probably fall back 
on the standard answer “ Refer to drawer," mentioned on p. 190. In 
case (8) the bank would usually offer to pay on receiving the con¬ 
firmation of any other banker through whom the cheque might be 
presented that everything was in order, whilst were such a cheque 
to be presented personally over the counter for cashing, the person 
presenting it would be referred to the drawer of the cheque. 

Crossed Cheques. —Crossing a cheque consists of drawing two 
parallel transverse lines or writing the name of a banker across 
the face of a cheque. The words “ & Co." are sometimes written 
between the lines, but this addition is not essential, the lines only 
being quite sufficient. The banker upon whom a crossed cheque 
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is drawn may not pay cash over the counter in respect thereof, but 
must pay the amount to another banker. 

Crossings are of two kinds, viz., General and Special. 


(a) General Crossings. 



In the case of cheques bearing any of the general crossings as 
above, the proceeds can be collected only through a bank, and this 
provides a measure of protection when a cheque is mislaid or gets 
into wrong hands, in addition to which there is always a record in 
the books of both banks concerned to which reference can always 
be made even where no question of loss or misuse arises. Cheques 
should, therefore, always be crossed when being sent through the 
post. 

It should be noted that the lines of a crossing should be “two 
parallel transverse** lines. They should extend right across the face 
of the cheque, and any writing required to be added to them to 
make them special crossings (see p. 194), etc., should be placed right 
against them. They should be made bold enough to be easily seen 
after the cheque has been branded with rubber stamps in the 
Clearing House, and the tail of the lines should be clear of the figures 
on the cheque so that a “nought” does not get turned into a “nine” 
or a “six,” or a “ tens” figure get added to a single unit figure. 

If a cheque is crossed “ not negotiable,” any person who takes it 
(even though for value, and honestly and in good faith) has not 
and is not capable of giving a better title to it than the person from 
whom he received it had. 

For instance, suppose a cheque crossed " not negotiable ” to be 
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stolen. The thief might, perhaps, persuade an unsuspecting 
tradesman to give cash for it. Now the tradesman has given value 
for the cheque, and has taken it in good faith, not knowing it to 
have been stolen ; yet he has no better title to the cheque than the 
person from whom he took it had. The thief, of course, had no title, 
therefore the tradesman has none, and would have to make good 
the amount to the rightful owner. There is thus a great advantage 
secured in crossing a cheque 44 not negotiable.” 

The drawer, payee, or any holder may cross a cheque generally, 
or, if already so crossed, may cross it specially. 

As a safeguard against the amount for which a cheque is drawn 
being increased by the insertion of other words and figures, the 
crossing is sometimes accompanied by the words 44 Under fifty 
pounds,” 44 Under one hundred pounds,” and so on, in accordance 
with the sum for which the cheque is drawn. 

(b) Special Crossings . 

These are as under— 



( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 10 ) ( 11 ) 


In each of the above crossings the name of the collecting banker 
is inserted, and the cheque cannot be collected by any other. 

A cheque crossed specially to more than one bank would not be 
paid by the bank on which it was drawn, unless one of the crossings 
was that of the clearing agent of the banker named in the other 
crossing. It should be noted that in cases where the cheque is 
crossed to two different branches of the same bank, this is not taken 
as being a crossing to two banks, and therefore such a cheque would 
be paid in the usual way. 



CHEQUES AND BILLS OF EXCHANGE 


195 


Where the double crossing is noticed before the cheques leave 
the bank which is collecting it, the difficulty is surmounted by that 
bank writing on the back of the cheque an undertaking to be 
responsible for any loss the paying banker may suffer by reason of 
paying on the double crossing. 

In example (5) of the general crossings and in example (8) of the 
special crossings, it will be noticed that the words "A/c Payee” 
have been added. There is no legal backing for this phrase, although 
it is in very common use, and on every occasion on which it has 
been mentioned the Law Courts have refused to give a decision as to 
its exact status, having talked round the subject and found other 
grounds for deciding the case before them at the moment. The 
generally accepted opinion of bankers appears to be that the paying 
banker cannot be affected by them, because he relies on the collecting 
banker to see that the money gets to the right quarter. The collect¬ 
ing banker, in order to get any protection from a crossing at all, 
must act in good faith and without negligence, and most bankers 
think that to go against an express instruction written on the face 
of the cheque would almost constitute negligence. One judge actually 
said so in 1906, but in 1924 a Lord Justice in the Appeal Court in 
another case went out of his way to point out that the addition of 
these words "does not limit the negotiability of a cheque,” and if 
that is so—and the statement has not yet been overruled—it is 
obvious that, after the original payee of the cheque has negotiated 
it to someone else, it will inevitably be credited to the account of 
someone other than the payee. Altogether it will be seen that the 
position is far from clear even to bankers, but in most cases it will 
be found that a bank will take such a cheque for an account other 
than that of the payee only with considerable reluctance, and then 
only after inquiry as to the circumstances. 

Stopping Payment. —A banker must honour the cheques of his 
customer so long as the customer has a sufficient balance to meet 
them, or so long as any agreed overdraft has not been overdrawn, 
but a customer may always countermand payment of a cheque 
which he has given. In order to do so he must give notice in writing 
to the banker, describing fully the cheque, the number and date, 
the payee, etc. It is not in accordance with the accepted and acknow¬ 
ledged duty of a banker that any explanation should be given to the 
payee of a cheque. It is sufficient to state that payment has been 
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stopped. The payee is not entitled to ask any questions as to the 
state of the drawer’s account in any circumstances. 

Endorsements. —This matter is dealt with under Bills of 
Exchange. 

Bankers’ Clearing House. —The enormous number of cheques 
used for the settlement of accounts in business necessitates some 
simple means of collection. If a banker had to present the cheques 
for collection at the respective offices of other banks, the collection 
would be a most arduous and costly duty. In order to overcome 
these difficulties, a Clearing House has been established at which 
the clerks from each bank which is a member meet daily to exchange 
the cheques drawn by them and to arrive at a settlement. In the 
Clearing House one bank which we will call A presents to the clerks 
of banks B, C and D the cheques drawn on those respective banks 
which have been paid into it for collection. Similarly, bank B 
presents to banks A, C and D the cheques drawn on those banks 
which it has received for collection. 

At the end of the day each bank enters on a sheet the total value 
of the cheques received from and delivered to each of the others, 
and, should the total of the cheques received be greater than the 
total of the cheques delivered, the bank pays the difference into 
the Clearing House account at the Bank of England. Should the 
total of the cheques received be smaller than the total of those 
delivered, then, by means of an order signed by the Clearing House 
authorities, the amount of the difference is transferred at the Bank 
of England from the Clearing House account to that of the bank 
named. 

All the banks which are members of the Clearing House have 
accounts with the Bank of England. It will follow that the Clearing 
House account at the Bank of England is only one of convenience 
of transfer, and on each day the amounts paid in to that account 
equal the amounts drawn out. 

There are eleven banks with seats in the London Clearing House, 
but some, through amalgamations, have more than one seat. The 
result is that there are fifteen seats, each seat being still regarded 
as a separate bank for clearing purposes, the Midland Bank and the 
Westminster Bank each having three seats, whilst the National 
Provincial Bank has two. The other members, having one seat each, 
are Martins, Coutts, Glyns, Lloyds, National, Williams, and Barclays. 
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The Bank of England, although a member, only clears “outwards/' 
that is to say, it sends through the Clearing House all cheques 
drawn on other banks received by it, but when the other banks 
have cheques drawn on the Bank of England the Bank insists that 
such cheques shall be paid into the account which every bank keeps 
at the Bank of England. The final result is that by means of fifteen 
transfers at the end of each day the settlement of hundreds of 
thousands of cheques is effected. Some of these transfers will be 
into the Clearing Account, whilst others will be out of it, the six- 
teenth, that of the Bank of England itself, being always out of the 
Clearing Account. 

For example, take the case of four banks mentioned above, 
which are sufficient to show the working of the system. 


Account of A Bank 


Cheqi 

ues upc 

m B 

Cheques upon < 

_ i 

r 

Cheque: 

s upon 

D. 

£100 

50 

200 

40 



£200 

20 

60 

90 | 

I 


£20 

100 

10 

5 



£390 



<£370 



£135 




Account of B Bank 


Chequ 

es upoi 

l A. 

Cheque 

s upon 

C. 

Cheque: 

s upon 

D. 

£50 

20 

90 

10 


■ 

.. 

£40 

70 

10 

5 


i 

£80 

50 

70 

5 



£170 



£125 



£205 




Account of C Bank 


Chequ 

es upor 

l A. 

Cheque; 

s upon 

B. 

Cheque 

s upon 

D. 

£50 

20 

100 

5 



HESS 

■pi 






£175 



£210 



£135 








198 


THEORY AND PRACTICE OF COMMERCE 


Account of D Bank 
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The account of A is adjusted as follows— 


Dr. Cr. 

B Bank . £170 390 

C „ . .175 370 

D „ . 200 135 

£545 ^895 


A has to receive £895 and pay £545. therefore the account is 
adjusted by means of a transfer of £350 to A's account at the 
Bank of England. 

When the accounts have been verified and the amounts due to 
and from the various individual banks have been ascertained, as 
shown on the previous page, a sheet called the 11 summary sheet/' 
is filled up. The columns of this sheet are added and a general 
balance is struck showing the total amount which has to be paid 
to or by the bank. Each bank has an account at the Bank of 
England, and there is also an account kept at the Bank known as 
the Clearing Bankers 1 Account. If a clearing bank is indebted 
on the general balance a white transfer ticket is made out authorising 
the payment of the amount due from the bank's account to that of 
the Clearing Bankers' Account, whereas if the clearing bank is 
entitled to receive anything a green transfer ticket is used, which 
authorises the payment of the sum from the Clearing Bankers' 
Account to that of the clearing bank. These tickets when made 
out are signed by the Inspector of the Clearing Hosue, who thus 
certifies their correctness, and are handed in to the Bank of 
England. 

The forms of the tickets are given on the next page. The first 
is the white ticket, and the second the green one. 

Bills of Exchange (Inland).— A bill of exchange (B/E) is 
defined by the Bills of Exchange Act, 1882 , as, 

" An unconditional order in writing addressed by one person 

to another signed by the person giving it requiring the person 
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to whom it is addressed to pay on demand or at a fixed or deter¬ 
minable future time a sum certain in money to or to the order 
of a specified person or to bearer. ,, 

Inland bills consist of 

(a) Bills both drawn and payable within the British Isles. 

(b) Bills drawn within the British Isles upon some person 

resident therein. 

No particular form of wording is required, but the following is 
the usual method in which an inland bill is drawn— 





V9. 

jjjj iSu 


In the above example, John Wilson is the 11 drawer,” James 
Walker is the “ drawee,” and Henry Johnson is the u payee.” 
The words “ value received ” are not necessary, but are inserted 
in practically all cases. 

When the drawee assents to the order of John Wilson, the former 
will write the word “ Accepted ” across the face of the bill, and 
add his signature, and usually the name of the bank at which it is 
payable. Having done so, he is termed the “ acceptor,” and the 
bill will appear as shown on the next page. 

A bill must be signed by the person giving it, but becomes a bill 
of exchange before it is accepted. 

The drawee, however, is not liable in any way until he has 
accepted the bill. 

A bill may be payable to bearer, in which case it may be negotiated 
without endorsement, or transferred by mere delivery. If it is 
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payable to order, it cannot be transferred or negotiated unless the 
person to whose order it is drawn has endorsed it. 

The Date.—A bill is not invalid by reason only of its being 
ante-dated, post-dated, dated on a Sunday, or not dated at all. In 
this last instance, any lawful holder may insert what he believes 
to be the true date. 

Alterations. —Any material alteration in a bill must be 
initialed by all parties thereto. Material alterations are as under— 

(a) In the date. 

(b) In the time of payment. 

(c) In the amount payable. 

(i d) In the place of payment. 



The effect of a material alteration is to discharge the bill except 
as against the parties who have made or assented to such alteration, 
or who have taken the bill after the alteration has been made. 
Where, however, the alteration is not apparent a holder of the bill 
may enforce payment as if the alteration had never been made, if 
he finds out and chooses to do so. 

Due Dates. —In calculating the date on which a bill becomes 
due and payable, three days (called " days of grace ”) are added 
to the expiration of the term for which the bill is drawn. If the 
last day of grace falls on a Sunday, Christmas Day, Good Friday, 
or a day appointed by royal proclamation as a public fast or thanks¬ 
giving day, the bill is payable on the last preceding business day; 

t4—(x4$z) 
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and if it falls on a Bank Holiday, the bill is not due until the next 
succeeding business day. When the last day of grace is a Sunday, 
and the preceding day a Bank Holiday, the bill is due on the suc¬ 
ceeding business day. Bills on demand or at sight, of course, take 
no days of grace. In calculating due dates, months mean calendar 
months, t.e., from a given day of any month to the same day of the 
next. 

When bills of exchange were first becoming common in this 
country for the settlement of debts it was frequently difficult to 
get hold of an acceptor on the actual due date, or even were he 
available he might not always have the money by him to pay the 
bill. There thus arose a custom by which a few days of grace were 
allowed before a holder would take any steps to enforce payment, 
and gradually three days became accepted as a fair and reasonable 
period to allow. Finally, when the Bills of Exchange Act was passed 
in 1882, this old-standing custom was crystallised into law, and 
Section 14 of the Act says that where a bill is not payable on 
demand three days—called days of grace—are in every case added 
to the time of payment as fixed by the bill, and the bill is thus due 
and payable on the last day of grace. A bill drawn at three months 
from the 13th January would thus not be due for payment until 
the 16th April, and if a bank has the duty of presenting the bill 
it would not present it until the actual 16th April. These three 
days, therefore, are now as much a part of the time of the bill as 
the time stated in the bill itself, and are not days during which 
the acceptor can look round to find the money to meet the bill. The 
three days can be eliminated by providing otherwise; for example, 
the bill above could have been drawn “ On 13th April fixed,” instead 
of at three months, and would then have fallen due actually on the 
13th. If, however, the word “fixed” is omitted, the three days 
would be added. These three days must also be remembered when 
making discount calculations. 

It may be mentioned that there are no days of grace in the case 
of bills on New York State, France, Germany, Italy, Sweden, 
Norway, Denmark, Holland, and Belgium. 

Kinds of Acceptance.—A n acceptance is either— 

(a) General or unconditional. 

(b) Qualified or conditional. 
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In the foregoing example of an acceptance, the drawee has 
assented unconditionally to the order of the drawer, and the bill 
in question is generally or unconditionally accepted. 

The following are specimens of general acceptances— 

1. John Brown (written crosswise on the face of the bill). 

2. Accepted, John Brown. 

3. Accepted, John Brown, 2 King Street, Leeds. 

4. Accepted, payable at X & Y Bank, Ltd., Leeds, John Brown. 

5. Sighted, June 16, John Brown, Leeds. 

6. Accepted, payable at A & B Bank, Ltd., London, per pro. John 

Brown, W. Robinson. 

A qualified acceptance may be—. 

(а) Partial, i.e., an acceptance to pay a part only of the sum 
for which the bill is drawn. 

(б) Conditional, i.e., dependent upon the fulfilment of some 

condition stated on the acceptance. 

(c) Local, i.e., an acceptance to pay at some particular place 

and there only. 

(d) Qualification as to time, i.e., if a bill is drawn three months 
after date and is accepted payable at four months after date. 

In cases where a bill is addressed to two or more persons (not 
being partners) should one or more of them abstain from signing, 
then this is a further instance of a qualified acceptance. 

The following are specimens of qualified acceptances— 

1. Conditional. " Accepted, payable on delivery of bills of 

lading. J. Brown.” 

2. Partial. Bill drawn for £100. “ Accepted for £50 only. J. 

Brown.” 

3. Local. “ Accepted, payable at the X & Y Bank, Ltd., Leeds, 

and there only. J. Brown.” In order to charge the acceptor 
and other parties the bill must be presented for payment at 
the place named. 

4. As to time. Bill drawn at three months' date. ” Accepted, 

payable at six months' date. J. Brown.” 

5. Not accepted by all the drawees. Bill drawn on W. Brown, 
J. Jones, and W. Robinson. " Accepted, payable at X & Y 
Bank, Ltd. W. Robinson.” In this case W. Robinson is 
liable to pay the bill. 
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A holder of a bill can refuse to take a qualified acceptance, and 
if he cannot obtain an unqualified one, may treat the bill as “ dis¬ 
honoured by non-acceptance/' If a holder decides to take a 
qualified acceptance, the drawer and endorsers are released from 
liability, unless they have assented thereto. 

Liability of Parties to a Bill. —The liabilities of the several 
parties to a bill which has been dishonoured (by non-acceptance 
or non-payment) are as follows— 

The acceptor is the one who is primarily liable to the holder. 
Should the bill remain in the drawer’s hands [i.e., is not trans¬ 
ferred or negotiated) the acceptor remains liable to the drawer 
only. When the drawer transfers or negotiates the bill by 
endorsement to another, the drawer in his turn becomes liable 
in addition to the acceptor, and, as every subsequent endorser also 
becomes liable, the more reliable endorsements there are on a bill 
the better is the security. The holder of a bill may be an en¬ 
dorser, or the payee, or the bearer in cases where a bill payable 
to bearer has been transferred by mere delivery. 

The holder of a bill is the person who has the instrument in his 
possession. Anyone who in good faith (i.e., honestly) and for 
value, takes a bill complete and regular on the face of it, has a 
good title to the instrument, provided there is no forged signature 
thereon. 

The phrase "holder in due course” is often met with. This 
implies that the bill (or cheque) has passed out of the hands 
of the original payee in such a way that the holder in due 
course has taken it, complete and regular so far as can be 
ascertained, from the face of the bill itself, before it is overdue 
and without any notice of previous dishonour—if such is the 
case—and in good faith and for value. A person cannot be a 
holder in due course if he has any notice of any defect in the 
title of the person from whom he took it at the time of taking. 

On the dishonour of a bill, the drawer and each of the endorsers 
are liable, and the holder can proceed against any of them. 
Should an endorser pay a bill and receive such bill from the 
holder, he may, in turn, sue the drawer and any previous endorser. 
Stamp Duties. —The stamp duties on inland bills are as under— 
Payable on demand, or at sight, or on presentation, or within 
three days after sight or date (for any amount) 2d. 
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In all other cases where the amount of 


the bill does not exceed 

£10 

2d. 

Exceeds £10 and does not exceed 

£25 

3d. 

.. £25 

£50 

6d. 

.. £50 

£75 

9d. 

.. £75 

100 

Is. 

Exceeding £100 

For every complete £100, and any fractional 


part of £100 


Is. 


Inland bills must be written upon paper previously stamped. 
The stamp may not be impressed after the bill has been executed, 
and a stamp of insufficient value may not be augmented—a new bill 
should be drawn. The duty of 2d. on bills at sight, on demand, 
on presentation or payable within three days after date or sight, 
may be denoted by either an adhesive or an impressed stamp. 

Where the bill is drawn abroad and is payable in this country, 
special foreign bill stamps must be affixed before presentation. 
Where a bill is drawn abroad and is payable abroad, but during its 
life it is negotiated in this country, a reduced duty is payable (see 
p. 212). For this purpose both parts of Ireland are regarded as not 
being foreign countries, but the Channel Islands and the Isle of Man 
are foreign countries for stamping, although not for the legal side 
of bills of exchange. 

Impressed stamps must be special bill stamps, but adhesive 
stamps may be ordinary postage and revenue stamps, e.g., the 2d. 
stamp on demand bills mentioned above. 

Presentment for Payment.— If a bill is not presented on the 
due date, the drawer and endorsers are discharged from liability; 
but the acceptor is still liable, although he may claim in respect 
of any loss he may have suffered by reason of the delay. An acceptor 
is not obliged to send for a bill. It should be presented to him 
during his usual business hours, and it need not be presented to 
him personally; it is sufficient if it be presented at his house or 
place of business to anyone who seems to be in a position to deal 
with the matter. 

If the drawee should not desire to accept or refuse acceptance 
on the spot he is entitled to have possession of the bill for 24 
hours, or until the following business day if a holiday intervenes, 
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but at the expiry of that period he must deliver it back to the 
presenter cither accepted or unaccepted, or be liable for an action 
for damages. 

Lost Bills. —In cases where a bill has been lost, the holder may 
apply to the drawer to give him another bill of the same tenor. 
The drawer must, when requested, issue a duplicate bill, but he 
can demand that a satisfactory indemnity shall be given by the 
holder against all parties whatever in case the bill which is alleged 
to be lost shall subsequently be found. 

Accommodation Bills. —These are bills accepted, drawn, or 
endorsed, and put into circulation to enable one or more of the 
parties concerned to raise money by discounting such bills. The 
drawer or endorsers arrange to provide the acceptor with funds 
to meet the bill on the due date ; but until value has been given, 
none of the parties is liable. As soon as value has been given 
(i e.g ., if the bill has been discounted) a “ holder in due course ” has 
a right of action against any of the part it s, even if he is aware that 
the instrument is an accommodation bill. 

Accommodation bills are sometimes referred to as “kites/' and 
the operation of putting them into circulation as a means of borrow¬ 
ing money is spoken of as “kite-flying." 

Endorsements. —If a bill is drawn payable to a specified 
person or order, such person must endorse the bill before it can be 
transferred ; and if a bill be drawn without the words “ or order ” 
“ or bearer," it is treated as being payable to order, and consequently 
requires the payee's endorsement. 

If a bill is payable to the order of two or more persons who are 
not partners, each of them must endorse. When, however, a cheque 
is drawn payable to two or more persons in payment of a dividend 
or interest on debentures or stock, it is customary in England and 
Wales only to accept the signature of only one party. 

The endorsement of an infant conveys a good title, but the infant 
himself is not liable on the bill. 

An endorser who is bankrupt can transfer a good title to a 
person who takes a bill in good faith and for value. 

A banker is liable for paying a bill bearing a forged endorsement; 
he is not bound to pay the bills of his customer accepted payable 
at the bank—but of course he does so in practice. He must, 
however, pay the cheques of his customer if correctly drawn, and 
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therefore he is expressly protected by law against paying a cheque 
bearing a forged endorsement. 

An endorser “ sans recours,” i.e., without recourse, is not liable 
if the bill is unpaid, although he is liable in respect of any previous 
forgeries. 

When the payee signs his name on the back of the bill it is said 
to be “ endorsed in blank.” In this case the bill has become 
payable to bearer and may be transferred by mere delivery, without 
any further endorsement. If the payee ( e.g ., Henry Jones) endorses 
the bill thus, 

Pay John Brown or Order 
Henry Jones, 

the bill is said to be “ endorsed specially,” and in this case John 
Brown must endorse before any further transfer can take place. 
If he signs his name only, the bill then becomes payable to bearer. 
But Brown, if he wishes, can also endorse the bill specially to someone 
else, in which case that person will be required to endorse. 

An endorsement may be written thus— 

Pay John Smith only 
Henry White. 


and in this instance the bill will be “ restrictively endorsed ” ; 
consequently no further transfer or negotiation can take 
place. 

There is no authorised form of endorsement, and in consequence, 
the variations in endorsements are very numerous and often puzzling 
to decide upoa The following is a list of specimens. In one 
column are included endorsements which, as a rule, would be passed, 
in the other column are shown endorsements which are not generally 
accepted. 


Payee. 


Correct or Usually 
Accepted. 


Wrong or not Usually 
Accepted. 


John Brown 


Dr. John Brown 
Mr. John Brown 


John Brown 
J. Brown 

per pro. John Brown, J. 
Jones 

John Brown, M.D. 

John Brown 
John Brown 


J. Brown, p.p. J. Jones 
John Brown, per J. Jones 
John Brown, pro. J. Jones 

Dr. J. Brown 

Mr. John Brown 
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Payee. 


Mrs. John Brown 


John Brown, Jun 
Misses Brown 
Messrs. Brown and 
Jones 

The British Coy., Ltd. 


John Brown, Treasurer, 
Redby Cricket Club 
Managers of Redby 
School 


Executors of Wm. 
Brown 


Trustees of Wm. Brown 


Cash or Order 

Wages or Order 
Wages or Bearer 
Ann Brown (spelled 
wrongly) 

Miss Brown (now married) 


Correct or Usually 
Accepted. 


Mary Brown, wife of John 
Brown 

Mary Brown, widow oi 
John Brown 

Mary Brown (Mrs. John 
Brown) 

John Brown, Junior 
Jane Brown. Mary Brown 
J. Brown. J. Jones 
Brown & Jones 
per pro. The British Coy., 
Ltd., J. Brow’n 
pro., or for, The British 
Coy., Ltd, J, Brown, 
Manager 

For the British Coy., Ltd., 
J. Brown, Director 


John Browm, Treasurer, 
Redby Cricket Club 
J. Brown \ Managers of 
J. Jones I Redby School 
For the Managers of Redby 
School, J. Brown, 
Chairman 

J. Jones for self and co 
Kxor. of Win. Brown 

For Exors. of Wm Brown, 
J. Jones, Exor. 


J. Biown i Trustees of Wm. 
J. Jones » Brown 
Trustees of Wm. Brown 
J. Brown 
J. Jones 

Requires drawer’s endorse* 
ment 

Do. do. do. 

No endorsement required 
Ann Brown. Anne Brown 

M. Jones, nte Brown 


Wrong or not Usually 
Accepted. 


Mary Brown 

John Brown 

Mrs. John Brown 

John Brown 
J. and M. Brown 
Jones and Brown 

J. Brown, Secy., British 
Coy., Ltd. 

per pro. The British Coy., 
J. Brown, Secy. 

per pro. The British Coy , 
Ltd., per pro. John 
Brown, Secy., J. Jones 

John Brown 

J. Jones, Manager 

J. Brown, J. Jones 


per pro. Exors. of Wm. 
Browm, R. Smith, Soli¬ 
citor to the Estate 
For J. Jones, Executor 
of Wm. Brown. R 
Robinson 

J. Jones for self and Co¬ 
executors 

per pro. Trustees of Wm. 

Brown. J. Brown 
For Self and Co-Trustee oi 
Wm. Brown. J. Brown 
o/a Wm. Brown’s Trust 
J. Jones. J. Brown 


Anne Browne 


It should be noted that the above remarks on bill endorsements 
apply equally to cheques—with the exception of the liability of the 
paying banker in respect of forged endorsements, as has already 
been pointed out. 
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Allonge. —In cases where there is no room on a bill for further 
endorsements, a slip called an “ allonge ” is pasted on to the end 
to take further signatures. The first endorsement on the allonge 
should be written partly on the bill as well, in order to show that the 
two papers relate to each other. The allonge is generally met with 
in the case of bills and cheques that have been sent abroad in payment 
of accounts. On the continent, bills and cheques are negotiated 
from one person to another with much more frequency than is the 
case in England; and as in most continental countries the trans¬ 
ference of bills or cheques must be by special endorsement, this is 
the reason why they are frequently presented for payment to the 
English banks on whom they are drawn with an allonge attached. 

Discounting Bills. —In discounting bills a banker must, of 
necessity, use great care. He will not feel at all disposed to dis¬ 
count a bill for a customer whose cheques have sometimes been 
returned for lack of funds ; and further, the banker will not dis¬ 
count unless he knows his customer to be a thoroughly trustworthy 
man. 

As most bills offered for discount are made payable at a bank, 
the discounting banker will make a confidential enquiry of the 
acceptor’s bankers, with a view to obtaining information as to the 
financial standing and respectability of the acceptor. This opinion 
will, of course, be preserved for future reference. 

Having decided to discount a bill, the banker will see that it is 
drawn upon adequately stamped paper, also that the bill is in cor¬ 
rect form and properly accepted. The customer’s current account 
is then credited with the full amount of the bills and the interest 
on the unexpired term (i.e., from the date of discounting to the due 
date of the bill) will be debited to the customer and credited to the 
banker’s “ Discount Account.” This interest (or discount) repre¬ 
sents the banker’s charge for advancing the money to the customer. 

The rate fixed by the banks for discounting bills varies according 
to the particular state of the money market, and the financial 
position of the acceptor. The rate is often referred to as the 
u Market Rate of Discount.” 

Bankers do not usually discount bills having more than six 
months to run. 

Unpaid and Dishonoured Bills. —When a drawee refuses to 
accept a bill, or after accepting it refuses to pay on the due date, 
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the bill is said to be dishonoured. It is the usual custom (but is 
lyot absolutely necessary) to “ note ” an inland bill dishonoured by 
/non-payment or non-acceptance. Noting is a second formal 
presentment of the bill by a Notary Public to the acceptor, 
and the former attaches to the bill a ticket upon which is 
written the answer given by the acceptor who has dishonoured 
the bill. The practical point in “noting” a bill is that it provides 
legal proof of the fact of presentation, and having been made by a 
notary—who is always in practice a solicitor—shows the Court that 
the presentation was actually made properly. 

Noting Ticket 


A. ELLIS & CO., Notaries, 
17, Cheapside. 

Noting 3s. 6d. 

Answer “Refer to Drawer.” 


The holder of a dishonoured bill must give notice at once to all 
parties whom he desires to hold responsible. When an inland bill 
is dishonoured by non-acceptance, the holder, upon giving due 
notice to the drawer and endorsers, can sue any one of them. 

An endorser who has paid a dishonoured bill can sue any of 
the previous endorsers provided they have received due notice of 
dishonour. The neglect to send a notice of dishonour within a 
reasonable time will discharge the drawer and endorsers from 
liability. 

Each party to whom notice of dishonour has been given has the 
same time in which to give notice to any other parties to the bill 
whom he desires to make responsible. 

Notice of a dishonoured bill may be given either in writing or 
orally—the former, of course, being the usual way. Should a 
bill be wrongly described in a notice, such notice will not be invali¬ 
dated, provided the person receiving the notice has not been 
misled by such misdirection. 

When a banker is acting as an agent for his customer in collecting 
a bill he will return it to the customer on dishonour. The customer 
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should then send the necessary notice to the drawer and endorsers. 
Where a banker has discounted a bill (i.e., purchased it) he will 
retain the bill and advise his customer and all other responsible 
parties. In cases of discounted bills dishonoured, therefore, the 
customer need not send out the notices, as this will have been 
done already by the banker. 

“Protesting’’ a bill is an extension of “noting,” and is dealt 
with in a later section. 

Discharge of Bill. —A bill is discharged {i.e., the rights of 
action of all parties thereto are extinguished) in the following 
ways— 

(a) By payment to the legal holder at (or after) the due date 
by or on behalf of the acceptor. This is known as 
“ payment in due course,” and is the usual method in 
which a bill is discharged. 

(b) A holder may, after the due date, renounce his rights of 

action against the acceptor, which will be done either 
by making a renunciation in writing, delivering the bill 
to the acceptor, or by cancellation. 

(c) Should a bill during negotiation come into the possession 

of the acceptor as a holder in due course, this will operate 
as a discharge. 

(i d ) In the case of an accommodation bill, payment by the 
party accommodated is a discharge. 

{e) In the case of the holder of a bill agreeing with the acceptor 
to take some particular security in lieu of the acceptance, 
and the particulars are embodied in the form of a deed, 
the bill is said to be discharged by “ merger ” into a superior 
contract, i.e., the bill is cancelled by the creation of the 
new deed. 

Bills of Exchange (Foreign). —The foregoing paragraphs deal 
with inland bills, i.e., those drawn and payable within the United 
Kingdom. But when bills are drawn in one country and payable 
in another, they are termed foreign bills, and we shall find that they 
differ in some respects from inland bills. 

Foreign bills are drawn in “ sets ” of two or three, each being 
identical with the others, except that the words “ first/’ “ second/’ 
and “ third,” are interchanged as required. 

On page 213 is the form of a foreign bill in a set. 
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The second and third copies of the bill would, of course, 
embody the same particulars. 

The first is the only one which would be stamped, as this is the 
first to reach the drawees. The object of drawing bills in sets is 
to avoid loss in case of shipwreck or miscarriage. In the above 
instance, the second of exchange would be sent forward by the next 
mail to the drawees, and the third would be retained in London. 

The English Carpet Company, Limited, owe $2,000 to The Velvet 
Raising Company of New York. The Carpet Company draw a bill 
on the American Supply Company (who are their debtors to this 
extent) payable to the order of the New York firm to whom the 
drawers are indebted, thus adjusting the amount as between the 
three parties. 

To make this clearer. If A B & Co., of London, owe C D & Co., 
of New York, $2,000, and E F & Co., of New York, owe a like 
sum to A B & Co., if A B & Co. draw a bill on E F & Co., payable 
to C D & Co. or order, this will adjust the three debts. In 
practice, however, it would be rare that the three accounts would 
be settled by one bill. Probably there would be an account 
current between the three parties which would be settled only at 
certain intervals; but the example has been given to show how 
foreign bills may adjust accounts between various parties. 

Stamping. —It is the usual custom to give the amount of a 
foreign bill in the currency of the country where it is payable. 

The amount of stamp duty on the above-named bill is determined 
by converting the value of the foreign currency at the rate of 
exchange on the date of the bill into the English equivalent. 

The stamp duty on foreign is the same as on inland bills ; but 
in cases of bills drawn out of the United Kingdom, and expressed 
to be payable out of the United Kingdom, but endorsed, negotiated, 
or actually paid in the United Kingdom, the duty is as under— 

Where the amount exceeds £50 and does not exceed £100, 6d. 

Exceeds £100, for every £100 and also for any fractional part 
thereof, 6d. 

In the example of foreign bill already given it must be stamped 
with an impressed stamp at the same rate as for inland bills. 

When, however, bills are received in this country drawn and 
expressed to be payable out of the United Kingdom, but endorsed, 




_ 


For and on behalf of 
XHK EROLISH QABPCT OGMPAMT.LID* 






Director 

Boorotozf 


1 The stamp duty (placed on the first bill only) would be based on the ruling 
rate of exchange on the day of stamping. 
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negotiated or paid therein, adhesive stamps, called foreign bill 
stamps, of the above-mentioned value must be at once affixed and 
cancelled. When a foreign bill is received in England, it is not 
necessary to notice that the foreign stamp duty is correctly denoted. 
What must be done, however, is to see that the bill is properly 
stamped according to English law. 

Acceptance. —Foreign bills are usually drawn at so many days 
after sight, so that in accepting a foieign bill, the date of its maturity 
is calculated not from the date of the bill itself, but from the day 
it is seen or “ sighted ” by the drawee. Therefore the specimen of 
bill already given will, on being duly accepted, appear as on the next 
page. 

Disposal of Bills. —In the foregoing example of a foreign bill, 
it will be readily seen that to forward the bill to New York for 
acceptance, and then to have it returned to London duly completed, 
afterwards sending it to New York for payment, would entail a 
great loss of time. This delay would be further increased when the 
proceeds of the bill were remitted to London. To avoid such delay, 
the drawers of the above bill can deal with it as under. 

They can hand it to their bank for collection. The bank would 
then send it to their New York agents, who would see to obtaining 
the acceptance, would hold the bill until maturity, and would then 
collect the money due and remit the proceeds to this country, wh/re 
the bank would credit it to the lirm’s account. If required, as soon 
as the bill had been paid the New York bank would cable a coded 
advice (thereby reducing cable costs), and the English bank would 
then be able to pay over the proceeds, saving the loss of about 
seven days entailed by waiting for a mail advice. The expense of 
this method is very small, but the English firm would have to wait 
until the full period of the bill had run its course. 

To overcome this delay, the firm could sell the bill to its English 
bank. The bank would buy it “with recourse/' provided some 
information was available in London as to the status of the American 
firm, which would usually be the case. The phrase “with recourse" 
means that if the bill is finally unpaid the English bank can come 
back on the firm from whom they have bought the bill, and be 
reimbursed their outlay. The price at which the English bank would 
buy the bill would be based on discount at the market rate for the 
period of the bill, plus an adjustment for the rate of exchange ruling 
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on the foreign centre. The advantage of this method to the English 
firm is that it receives the bulk of its money right away, and can turn 
it over again in its business. Further, the English bank, being some¬ 
thing of a part owner of the bill, will be certain to take every possible 
step to obtain payment and to cover all legal requirements should 
this not finally be obtainable. It may be added that financing a 
business by means of bills is usually a much cheaper method than 
by overdrafts or loans, for these latter are seldom obtainable under 
a minimum of 5 per cent, whereas bills can usually be discounted 
at rates under this figure, and where the parties to the bill are of 
known international standing the rate of discount may sometimes 
be as low as 3 per cent. In addition, the price of borrowing money 
by loan or overdraft varies with the Bank of England rate, and 
money borrowed to-day at 5 per cent may cost 6 per cent or more 
before its use can be discontinued. Once a bill has been discounted 
the transaction is complete, so far as the rate is concerned, and the 
bank discounting it loses or gains as the market rate of discount 
varies. There is much more certainty of price in financing a business 
by bills discounted, and where costings are being cut very fine this 
may easily be an important matter. 

Noting and Protesting. —We have seen that it is usual (though 
not absolutely necessary) to 14 note 99 an inland bill dishonoured 
by non-acceptance or non-payment, and that on the second formal 
presentment by the Notary Public to the drawee or the acceptor 
himself (or at the place where the bill is made payable), the Notary 
records its non-acceptance or non-payment by writing upon a slip 
the answer given by the drawee. This slip is then attached to the 
bill. The object of noting a bill is to have an official record of the 
refusal to comply with the demand of the Notary for acceptance or 
payment. (See example on p. 210.) 

In the case of a foreign bill, after it has been noted, it is then 
“ protested/' A 44 protest ” is a document containing a formal 
declaration by a Notary Public that he has presented a bill for 
acceptance (or payment). The protest will contain the answer 
given by the person who has dishonoured the bill, and such protest 
should bear a shilling stamp duty, except where the duty on the 
bill does not exceed Is., in which case the stamp on the protest 
must be the same as that on the bill. 

Protesting is necessary in the case of foreign bills, since a protest 
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by a Notary Public is looked upon in most foreign courts as the 
only legal proof of dishonour. Therefore a protest will play an 
important part in suing in a foreign court on a dishonoured bill. 

It may be mentioned that a dishonoured cheque bearing foreign 
endorsements is sometimes protested. When a customer pays 
such a cheque into his bank, the former will usually be asked for 
instructions as to whether or not the cheque is to be protested if 
dishonoured. 

The following is a form of protest— 


Form of Protest 


United States of America, 
State of New York. 



On the 18 th day of September , 


in the year nineteen hundred and at the request of the holder 

thereof, I, Thomas J. Brown, a Notary Public of the State of New 
York, duly commissioned and sworn, did present the original Bill 
of Exchange or Cheque hereto annexed to 


Gilbert & Co., 


at 22 West 36th Street , New York City. 

and demanded payment thereof, which they refused, saying: To 

return the draft as they would remit direct. 


Whereupon, I, the said Notary, at the request aforesaid, did 
Protest, and by these presents do publicly and solemnly Protest, 
as well against the drawer, acceptor and endorsers of said Bill of 
Exchange or Cheque, as against all others whom it doth or may 
concern, for exchange, or re-exchange and all costs, damages and 
interest already incurred, and to be hereafter incurred, for want ol 
payment of the said Bill of Exchange or Cheque. 

This done and Protested, in the City of New York, aforesaid 
in the presence of John Smith and Richard Smith, 
witnesses. 

In Testimonium Veritatis. 

(Signed) Thomas J. Brown , 

Notary Public. 

The process will probably be easier understood when it is men¬ 
tioned that the word "protest” is not used in the modem sense of 
objecting. It comes from the Latin verb protestari (to bear witness 
15—(*481) 
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in public), pro (before), and testis (witness). The notary thus does 
not object to non-payment or non-acceptance, as the case may be, 
he merely bears witness in a solemn form which will be acceptable 
as evidence in foreign courts of law. 

As it is found in practice that many bills are drawn on towns 
where there are no Notaries-Public practising, another form of pro¬ 
test is provided by the Bills of Exchange Act. This should be drawn 
up in the form given in the Act and reproduced hereunder, signed 
by a householder or some other substantial resident and witnessed 
by two witnesses, who should sign the form. In small country towns 
in this country it is usual to ask a local solicitor or a justice of the 
peace to undertake this duty. 

Form of Protest which may be Used when the 
Services of a Notary cannot be Obtained 


Know all men that I, A. B. (householder) of , in the county 

of , in the United Kingdom, at the request of C. D., there 

being no Notary-Public available, did on the day of 

at demand payment (or acceptance) of the bill of exchange 

hereunder written from E. F., to which demand he made answer 
(state answer, if any) wherefore I now, in the presence of G. H. and 
J. K. do protest the said bill of exchange. 

Signed A. B. 


G. H.) 
J- K.f 


witnesses. 


N.B. The bill itself should be annexed, or a copy of the bill and 
all that is written thereon should be underwritten. 


In Case of Need.—A referee " in case of need ” is the person 
whose name a drawer or any endorser may insert in a bill, to whom 
a holder may resort in case the bill is dishonoured by non-acceptance 
or by non-payment. The words are usually placed in the left-hand 
bottom corner of the bill, as " In case of need with the English Bank, 
Ltd., London.” A holder may please himself whether or not he 
resorts to the referee. 

Where a dishonoured bill contains a reference in case of need, it 
must be protested for non-payment before it is presented for 
payment to the referee in the case of need. 
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Acceptance suprA protest. —After protest for non-acceptance, 
any person may, with the consent of theAolder, accept a bill suprA 
protest for the honour of any party thereon. 

Documentary Bill.—A documentary bill is a bill of exchange 
which is accompanied by various documents, such as bill of lading, 
dock warrant, delivery order, policy of insurance, invoice. 

Domiciled Bill. —Where a bill of exchange is accepted payable 
at some other place than the acceptor’s private or business address, 
it is said to be domiciled at that place. 

Promissory Notes. —A promissory note is an unconditional 
promise in writing, made by one person to another, signed by the 
maker, engaging to pay on demand or at a fixed or determinable 
future time, a sum certain in money to, or to the order of, a specified 
person or to bearer. 

On the next page is shown the usual wording of a promissory note 
(often abbreviated as P/N) and sometimes known as “ a note of hand/ ’ 

In this example, Ernest Roberts is the 11 maker ” and Harold 
Jeffery is the 14 Payee/' 

A promissory note may be drawn for any time, or on demand. 
It may also be made payable to bearer, in which case it will require 
no endorsement and can be transferred by mere delivery, as is the 
case with a bearer cheque. 






0 * 0 . 


63 


S(7U/t, fa&a***' 

SPtouj&s? yUs&bU'zXs 


A promissory note may be endorsed by any number of persons, 
and although the maker is primarily liable on the instrument, 
should he not pay the amount each of the endorsers may be sued. 
Before any of the endorsers is liable, however, the note must have 
been duly presented to the maker and refused payment by him. 

A place of payment may be named in the body of the note— 
as for instance a branch of any particular bank—and the note must 
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be presented for payment at the place named in order to render 
the maker liable. e 

The example given on p. 219 is a promissory note in the general 
form in which it is met with, but there is another form known as a 
“ joint and several promissory note ” of which the following is a 
specimen— 


'/ 





JS-' __ 

j&uJdh, 

6Uc? 
py CT7p6e4s 

'4£*Atcr€st > 


The makers of the above note are liable either individually or 
collectively, and, if the note is not paid on its due date, the person 
who has the note in his possession (a joint and several promissory 
note being, of course, transferable) can sue either of the makers 
for the whole sum. 

It has been decided that a note which commences with the words, 
“ I promise to pay,” and is signed by two or more persons, is a 
joint and several note. 

Then there is a further example, known as a “ joint note,” which 
begins with the words, “ We promise to pay.” In this case the 
makers are not liable in the same manner as in a joint and several 
note, but are only liable collectively. That is to say, if a joint note 
is unpaid (or dishonoured, as it is usually termed) it is necessary 
to sue the makers together. 

All promissory notes, whether payable on demand , or at any 
period after date are subject to the following stamp duty— 


Not exceeding 

£10 

2d. 

Exceeding £10 and not exceeding £25 

3d. 

» £25 

£50 

6d. 

£50 

» £75 

9d. 

„ £75 

£100 

Is. 
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Exceeding £100 

For every £100, and also for any fractional 
part of £100 Is. 

The above are known as ad valorem duties, and must be impressed 
before the notes are executed. 

Adhesive stamps are not allowable for denoting the above duties. 
IOU—An IOU is a written acknowledgment of a debt, and is 
generally made out in the following manner— 

11th February, 19.. 

To Mr. George Black, 

IOU Twenty Pounds. 

Henry White. 

An IOU in the above form is not a promissory note, receipt, 
or agreement, and consequently requires no stamp of any kind. 
If, however, any wording is introduced which amounts to a promise 
to pay, then the IOU must be stamped with the same duty as a 
promissory note would require. 

An IOU is not negotiable, but is evidence of an account 
stated between the parties. 

An IOU is so called because the words, “ I owe you,” have by 
custom been supplanted by the letters, they having the same sound 
as the words. 

Questions 

1. Name the various “ parties ” to a cheque. 

2. Define a cheque, and state what the difference is between a 

bearer and an order cheque. 

3. Say what you know of the following— 

(а) Post-dated cheques. 

(б) Cheques undated. 

(c) Cheques in which the date has been altered. 

4 . Why is it essential always to sign cheques in accordance with 

the original specimen signature given to a banker ? 

5 Give the instances in which a banker will return a customer’s 
cheques unpaid; state the answers placed on the cheque, 
and give a brief explanation of such answers. 

6. In what cases is a banker’s authority to pay his customers’ 
cheques terminated ? 
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7. Give examples of the various crossings placed on cheques, 

and say what you can about a cheque crossed “ not nego¬ 
tiable ” and one crossed “ % payee only.” What is the 
safeguard in crossing a cheque “ not negotiable ” ? 

8. Define a promissory note. 

9. Draw up a promissory note from the following data— 

“On the 30th November, 1931, John Smith of Ipswich, 
promises to pay £200 to the order of James Brown at three 
months after date.” 

10. What is the liability of the various parties to a promissory 

note ? 

11. What is a “joint and several ” promissory note ? Draw up 

an example. 

12. What is the difference between a “joint and several” 

promissory note, and a “ joint ” promissory note ? 

13. Give the scale of stamp duties on promissory notes. 

14. Give an example of an IOU. Does it require stamping ? 

15. What is the definition of a bill of exchange ? 

16. Draw up a bill of exchange from the following data— 

“ On the 30th November, 1931, John Smith of Ipswich, 
draws on James Brown of 200 Fenchurch Street, London, 
E.C.3, for £200 payable three months after date to the 
order of Henry Wilson.” 

17. Show how the above-named bill would appear when accepted. 

18. When does a drawee become liable in respect of a bill ? 

19. In what instances (if any) of the following is a bill invalid ? 

when it is undated, 

„ ,, post-dated, 

„ „ ante-dated, 

„ „ dated on a Sunday. 

20. When the last day of grace falls on a Sunday, Christmas Day, 

Good Friday, or a day appointed by royal proclamation 
as a public fast or thanksgiving day, when is a bill due and 
payable ? Should the last day of grace be a Bank Holiday, 
when is a bill payable ? 

21. Give examples of the various classes of acceptance. 
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22. Write a short account of the liability of the various parties 

to a bill. 

23. Give the scale of stamp duties on inland bills. 

24. What is a 11 holder in due course ” ? 

25. Give an account of the various parties who may endorse a 

bill. 

26. Give an account of the procedure of a banker in discounting 

bills. 

27. What are the rights and liabilities of the various parties to a 

dishonoured bill ? 

28. Name the various ways in which a bill may be discharged. 

29. Draw up a foreign bill of exchange, in a set of three, from the 

following data— 

On the 30th November, 1931, Messrs. H. Jones & Co., 
of London, draw on the English Import Company of San 
Francisco for $5,000 payable to the order of the Steel 
Company of America at sixty days after sight.” 

30. Give an account of the various points with regard to the 

stamp duty on foreign bills. 

31. How would you obtain the proceeds of a foreign bill? 

32. What is 14 protesting a bill,” and why is this necessary in the 

case of foreign bills ? 

33. How would you undertake to protest a bill if there were no 

Notary-Public available ? 



CHAPTER XV 


THE STOCK EXCHANGE 

The Stock Exchange, as we know it, appears to have developed 
from the meeting of men interested in Joint-Stock Companies, at 
certain coffee-houses round about Change Alley and Comhill, 
but there does not appear to be anything more than casual refer¬ 
ence in the works of contemporary writers to this factor in the 
business life of the nation. The first great joint-stock enterprise 
in this country was the New River Company, carried out in the 
reign of James I. No great expansion of joint-stock enterprise 
was, however, witnessed until, in the year 1694, the Bank of 
England was constituted in the manner described elsewhere in 
this work. In the year 1698 a public company was formed to 
take over the old East India Company’s monopoly, and the shares 
were vastly over-subscribed. In 1695 the public National Debt, 
by which we mean a debt thrown open to public subscription, 
was commenced in this country, and thus gradually were created 
certain negotiable securities which could be transferred from one 
individual to another. It was not, however, until the year 1719, 
in the reign of George I, that interest in public companies and their 
shares became widespread. In this year the South Sea Company 
was formed, as were many similar concerns. There is no need here 
to deal with the collapse of the South Sea Company. Before this 
took place, however, the country was in the throes of a stock¬ 
gambling mania, and all sorts of companies, some of them the worst 
type of wild cat schemes, were created, and their shares foisted 
on to the public. Crowds swarmed round the coffee-houses already 
referred to, anxious to get rich quickly by the purchase of shares. 
The collapse of this era of speculation brought dealings in shares 
into temporary disrepute, but the public rapidly recovered confi¬ 
dence, and the formation of Joint-Stock Companies steadily con¬ 
tinued, until the business done by the individuals who made a 
speciality of purchasing and selling shares in these companies, and 
whose principal haunts were the coffee-houses already mentioned, 
became considerable. It is easy to see that in course of time the 
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interests of these dealers would conflict with those of the coffee¬ 
house keepers. The latter would welcome the entrance of all and 
sundry, provided they were customers, whilst the dealers would 
prefer the presence only of reputable and solvent people. In course 
of time, therefore, it would be natural that the dealers in shares 
would see the desirability of having a meeting place of their own, 
from which could be excluded undesirable characters, and in this 
manner, no doubt, arose both Lloyd's and the Stock Exchange. 

Constitution of the Stock Exchange. The Stock Exchange 
is really a private institution governed by a committee elected by 
members. The ruling of the Stock Exchange Committee is absolute 
as regards any of its members, and all questions of management and 
procedure come from it. The Committee consists of thirty members, 
who hold office for one year, expiring on the 25th March, when all 
retire, but are eligible for re-election. We have already stated 
that the Stock Exchange is a private institution, and as a matter 
of fact it is run by a company, the shares of which give a good return 
to the holders. In accordance with a rule made a few years ago, 
each new member must be a shareholder. 

Stock Exchange Rules. —These are very important, for trans¬ 
gression may lead to the suspension of a member for a certain period, 
or to his expulsion. The book of rules constitutes quite a formid¬ 
able publication, and guides the conduct of members in business 
matters, as well as the committee in the decisions on the numerous 
points raised as to the conduct of members in their dealings 
either with one another or with the public. 

To give the rules in full is unnecessary, but it is desirable that 
some of the principal ones should be given in summarised form, 
particularly those governing the conditions of membership. 

Committee. —The first few rules deal with the election and duties 
of the committee of thirty members already referred to. No 
member is eligible for election to this committee unless he has been 
a member for the five years immediately preceding the day of the 
election. For purposes of the ballot, each member has one vote 
only. The decision of the committee is absolutely binding upon 
members, and it may expel or suspend any member who violates 
any of the rules or regulations, fails to comply with the committee's 
decisions, or is, in their opinion, guilty of dishonourable or disgraceful 
conduct The committee has power to notify, or cause to be notified. 
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to the public, the expulsion or suspension of any member, or the fact 
that he has become a defaulter, and “ no action or other proceeding 
shall under any circumstances be maintainable by the person referred 
to in such notification against any person publishing or circulating 
the same, and this rule shall operate as leave to any person to publish 
and circulate such notification and be pleadable accordingly." 

Re-election, Admissions, and Re-admissions.—O n the first 
Monday of every March the committee re-elects such members 
and admits such candidates as it considers eligible to be members 
for one year, commencing on the 25th of that month. Rule 22 is 
an important one, as it requires a declaration on the part of each 
applicant for admission or re-election. It reads as follows— 

“ Every Member or Applicant for Re-election, Admission, or 
Re-admission shall declare whether he proposes to act as a 
Broker, Jobber, or Clerk, or that he is not engaged in active 
business, and no member shall alter his status from Broker to 
Jobber or from Jobber to Broker, without first giving fourteen 
days' notice to the Committee, which notice shall forthwith be 
posted in the House." 

With the exception of those candidates who have completed 
four years' service as Clerks in the Stock Exchange or the Settling 
Room, a candidate for admission has to obtain the nomination of a 
member willing to retire in his favour, or of a former member, or 
of the legal personal representative of a deceased member. At a 
special meeting held in December of each year, the committee fixes 
a certain number of admissions to membership for the year com¬ 
mencing on the 25th March following, open to candidates with two 
recommenders without nomination, and a Clerk who has completed 
four years' service as already mentioned may make application 
to be placed on what is known as the " Waiting List " of candidates 
for election without nomination, and as soon as he falls within the 
number fixed by the committee he is balloted for. 

An important Rule is that which prohibits members from being 
engaged as principal or employee in any business other than that of 
the Stock Exchange this prohibition extending also to his wife. 
Rule No. 30 reads as follows— 

“ A Candidate is ineligible, if he be engaged as Principal or 
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Employee in any business other than that of the Stock Exchange, 
or if his wife be engaged in business, or if he be a member of or 
Subscriber to or be a Shareholder or Debenture holder in any 
other institution, where dealings in Stocks or Shares are carried 
on; and if, subsequently to his admission, he shall become 
subject to any one of these objections he shall cease to be a 
Member, upon Resolution of the Committee to that effect/ 1 

It is doubtful whether this Rule is strictly adhered to, as some 
members of the Stock Exchange are, for example, directors of and 
shareholders in Banking firms, which are not only businesses 
“ other than that of the Stock Exchange ” but are in a measure 
institutions carrying on dealings in stocks and shares. 

A candidate is ineligible if he has been bankrupt or has com¬ 
pounded with his creditors, unless he can prove that he has paid 
twenty shillings in the pound and obtained a full discharge, and no 
one is eligible who has more than once been bankrupt or insolvent, 
or compounded with his creditors. A candidate for admission 
must be recommended by three members (known as Sureties) who 
have been members for not less than four years. Such recom- 
menders have to engage themselves to pay £500 to the creditors 
of the candidate should he be declared a defaulter within four years 
of the date of his admission. If, however, the candidate has served 
as a clerk in the Stock Exchange or Settling Room for four years, 
only two recommenders are required, and their engagement is for 
£300 instead of £500. 

The Chairman of the Committee has to ask each recommender 
the following questions— 

(i) M Has the applicant ever been a bankrupt, or has he ever 

compounded with his creditors ? and if so, within what 

time and what amount of dividend has been paid ? 

(ii) Would you take his cheque for Three thousand pounds 

in the ordinary way of business ? 

(iii) Do you consider he may be safely dealt with in securities 

for the Account ? ” 

and shall put such further questions as may be deemed 
necessary. 

Numerous Rules govern the re-admission of members who have 



228 


THEORY AND PRACTICE OF COMMERCE 


defaulted, and Rule 47 indicates the principles on which defaulters 
may be re-admitted to membership. It reads— 

“ The re-admission of Defaulters shall be in one of two 

Classes— 

The First Class to be for cases of failure arising from the 
default of principals, or from other circumstances where 
no bad faith or breach of the Rules and Regulations of 
the Stock Exchange has been practised ; where the opera¬ 
tions have been in reasonable proportion to the Defaulter's 
means or resources, and where his general conduct has been 
irreproachable. 

The Second Class, for cases marked by indiscretion, and by 
the absence of reasonable caution." 

No defaulter is, however, eligible for re-admission if he has not 
paid out of his own resources independently of his security money 
at least one-third of the balance of any loss that may occur on his 
transactions. 

Partnerships.— Particulars of partnerships between members 
have to be furnished to the Secretary of the Stock Exchange. 
Partnerships with non-members are absolutely prohibited, and a 
concealed partnership in the guise of a loan from a non-member, 
on terms that the lender receives a rate of interest varying with 
the profits is not permitted. The most important provision is 
that partnerships between brokers and jobbers are absolutely 
prohibited. 

Stock Exchange Clerks. —Rule 59 reads as follows— 

(1) “ A member may be permitted to introduce Three Clerks 

to the House, One of whom may be Authorised; also 
Two Settling Room Clerks. 

(2) A Firm may be permitted to introduce Five Clerks to the 

House, Two of whom may be Authorised; also Six 
Settling Room Clerks. 

(3) Members may be employed as Unauthorised Clerks in 

excess of the numbers above allowed; and Members 
may be employed as Authorised Clerks in excess of the 
numbers above allowed, with a limit of Three for an 
individual Member or Five for a Firm of Two Partners" 
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Before a Clerk is admitted to the Stock Exchange, the member 
applying must satisfy the committee that the Clerk is over twenty- 
one years of age in the case of an Authorised Clerk (i.e., authorised 
to transact business on behalf of his principal), and over seventeen 
years in the case of an Unauthorised or Settling Room Clerk, that 
he has obtained a satisfactory reference from the clerk's last 
employer, and that he has a sufficient knowledge of the Clerk's 
previous career. An individual cannot become an Authorised Clerk 
until he has been admitted to the Stock Exchange or Settling Room 
for two years, with a minimum service in the House of one year. 
An Unauthorized or Settling Room Clerk, unless he happens to be 
a member of the Stock Exchange working in that capacity, has to 
wear a distinctive badge in the lape l of his coat. These badges are 
blue in the case of the Unauthorized Clerks and red in the case of 
the Settling Room Clerks. 

Bargains. —Rule 73 is of some importance, and reads as follows— 

" The Stock Exchange does not recognise in its dealings any 
other parties than its own Members; every bargain, therefore, 
whether for account of the Member effecting it, or lor account 
of a principal, must be fulfilled according to the Rules, Regulations 
and usages of the Stock Exchange." 

Legal Proceedings. —Another Rule lays down that no member 
may attempt to enforce by law against another member a claim 
arising out of a Stock Exchange transaction without the Com¬ 
mittee's consent, and in the case of any infra ction of this Rule, the 
Committee has power to intervene and, in the omiii ous language 
of the Rule, to “ deal" with such cases as the circumstances may 
require. 

In the event of a non-member, that is to say a member of the 
ordinary public, making any complaint against a member of the 
Stock Exchange, the Committee in the first place considers whether 
the complaint is a fit one for them to adjudicate upon ; and if this 
is decided in the affirmative, the complainant has first to sign an 
agreement binding himself to abide by the Committee's decision 
and not to institute any legal proceedings in respect of the case 
submitted. 

Advertising. —Rule 78 is short, but of great importance, for, 
as in the case of the medical and legal professions, it absolutely 
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prohibits its members from advertising and from issuing circulars 
to anyone other than customers. The Rule reads as follows— 

“ A member of the Stock Exchange is not allowed to 
advertise for business purposes or to issue Circulars or business 
communications to persons other than his own Principals.” 

Rule 82, which, we are afraid, is more honoured in the breach 
than in the observance, reads— 

“ A member shall not transact speculative business directly 
or indirectly for or with an Official or Clerk in any public or private 
establishment without the written consent of liis employer.” 

Stock Exchange Holidays. —In Rule 95 it is stated that the 
Stock Exchange will, unless otherwise ordered by the Committee, 
be closed on 1st January, 1st May, 1st November, and on all Bank 
Holidays. 

The remaining rules go into a number of details regulating 
the minutiae of business, the administration of the clearing house, 
etc., but as in their broad lines these are covered by that portion of 
this work dealing with Stock Exchange operations, it is unnecessary 
to deal with them more closely. 

Brokers and Jobbers. —Members of the Stock Exchange are 
divided into two classes, namely, brokers and jobbers, and a broker 
may never be in partnership with a jobber. The broker is in direct 
touch with the public and acts as agent for his clients ; the jobbers 
are dealers—practically wholesalers—who are not allowed to have 
direct relations with the public but may deal only with members 
of the Stock Exchange. It is somewhat difficult for the outsider to 
grasp fully the functions of the jobber, and as a matter of fact, on 
most foreign Stock Exchanges this sharp distinction between 
broker and jobber does not exist. As we have already stated, the 
jobber is best described as a wholesaler, or wholesale dealer in stocks 
and shares, but with this difference, that he has to be prepared to 
quote prices both for buying and for selling the same article. There 
are quoted on the London Stock Exchange several thousands of 
different stocks and shares, and the ordinary broker who has an 
order to purchase say one hundred shares in a particular company 
may spend days wandering around before he happens fq light irprr 
another broker who happens to have shares in this particular 
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company to sell. If, however, there are a certain number of 
individuals who make a speciality of dealing in certain shares and 
carrying a certain stock of them, being prepared both to buy and 
to sell reasonable quantities, the broker desirous of either buying or 
selling shares in any particular company has only to ascertain who 
is a wholesale dealer, i.e., jobber, in these shares, and can at once 
ascertain from him the prices at which he is willing to buy and sell 
respectively. The jobber quotes two prices for each stock or share 
in which he deals, the lower one being the price at which he is 
prepared to buy. This accounts for the two prices for each stock 
and share which are quoted in the daily papers. This difference 
in the two prices which may be as low as 3d. in the case of a cheap 
share and as high as £10 per cent, in the case of a loan or debenture, 
is known as the " jobber's turn." It does not follow that the jobber 
will adhere strictly to the extremes of the two prices he quotes; 
it is often possible to deal between, that is to say, to purchase at 
something less than the top price or to sell at something more than 
the bottom price, but this depends upon circumstances. We shall 
meet the jobber again in the concluding portion of this section, 
dealing with a typical transaction. 

The jobber makes his profit on the difference between the price 
at which he buys and the price at which he sells. If the dealing 
is all one way, that is to say. if he finds that a large number of 
brokers are coming to him and buying from him but none is selling 
to him, so that his stock is gradually getting.depleted, he protects 
himself by raising the price, on the assumption that the higher price 
will eitherjjeter would-be purchasers or will cause a certain number 
of existing holders to sell at the higher level. The jobber usually 
aims at " evening up ” his book, i.e .Replenishing his stock if he has 
sold, or, if he has bought, selling somewhere else the stock or shares 
he has taken. Of course, should he find that there are more sellers 
than buyers in one of his specialities, he protects himself by lowering 
the price in the expectation that this will check would-be sellers 
from disposing of their holdings for the time being, and inducing 
fresh purchases on the part of the public by reason of the stock 
appearing cheaper. 

The broker makes his profit by charging a commission to his 
clients for purchasing or selling as the case may be. The broker, 
being in touch with the outside public, requires to be acquainted 
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with the merits and demerits of the different securities dealt in, so 
that he may be able to answer enquiries on the part of his clients ; 
at the same time he requires to possess a considerable amount of 
specialised knowledge that will help him to find out the best market 
in each security. Success on the Stock Exchange is largely a matter 
of knowledge of this description and personal connections. One 
jobber may be better than another for dealing in a particular 
security ; sometimes, moreover, a broker may be able to purchase 
or sell to better advantage by approaching some other of his clients, 
not a jobber. Most Stock Exchange securities, be they debentures 
or shares, are brought out at some time or other by what is known 
as an issuing house—a firm making a speciality of offering loans 
for public subscription or floating companies—and if a broker 
number such a house among his clients (and a broker is only supposed 
to deal with firms or individuals who are actually his clients, and 
may not approach others) it stands to reason that, other things 
being equal, he can effect the bargain best by avoiding as many 
intermediaries as possible. A jobber does not always actually 
carry a line of a certain stock, and a broker with an order to purchase 
so many shares who goes on chance to a jobber dealing in similar 
securities may not do as well as he would have done elsewhere, 
for the jobber, not making a speciality of dealing in the shares 
required, may go to another jobber better equipped, of whom he 
purchases the shares ; perhaps neither jobber has any of the shares 
himself, but one of them knows the broker of “ the shop,” i.e., the 
issuing house where he can obtain a parcel of the shares. In this 
case jobber No. 2 telephones the broker referred to and buys the 
required parcel of shares, sells them to jobber No. 1 at a profit, 
who in turn sells them to the broker at a profit, who invoices them 
to his client at this last price, plus his own brokerage. 

Outside Brokers. —As has already been stated, no member 
of the London Stock Exchange is permitted to advertise. The 
Secretary of the Stock Exchange supplies a list of members to all 
enquirers, but as this does not particularise those brokers who are 
prepared to carry out small orders, it does not assist the small 
investor much. There are in existence, however, many firms 
which advertise freely. Some of these do a perfectly bond, fide 
business, and buy and sell large quantities of stocks and shares on 
the Stock Exchange itself through their agents there; not being 
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members of that institution, they are, of course, not bound by its 
rules. 

Incidentally, it may be mentioned that an outside broker has to 
pay full commission when dealing with brokers who are members 
of the Stock Exchange. 

Obviously, therefore, a member of the public dealing with an 
outside broker would pay a double commission, although this is 
obscured by the method usually adopted in rendering the contract 
note, which would read thus— 

Bought from you or Sold to you X.Y.Z. shares at 21s. 6d. free 

of commission. 

The commission being allowed for in the price. 

Bucket Shops. —Some outside brokers carry on a purely gambling 
business, and these are termed “ bucket shops.” Their modus 
operandi usually consists of inducin g unwa ry investors and specu¬ 
lators to deposit a certain sum as “ cover ” for a speculation which 
they recommend. 

Brokers' Charges. —Almost every Stock Exchange in the world 
has its fixed scale of minimum charges and commissions, and the 
London Stock Exchange has fixed the following scale of com¬ 
missions— 


MINIMUM SCALE OF COMMISSIONS 


A. 2£-% Consols, 2f% and 2£% Annuities 

Other British Government Securities . . . v 

Indian Government Stocks ..... 
Metropolitan Consolidated Stocks .... 
London County Consolidated Stocks 
Dominion and Colonial Government Securities . . Y 

County, Corporation and Provincial Securities (British, 
Indian, Dominion, or Colonial) .... 
Public Boards (Great Britain and Northern Ireland) 
Inscribed Stocks) . . . . . . ' 

Bank of England and Bank of Ireland Stock 

B. Bonds to Bearer other than those included in Section | 

A. Price 1 or under . . . . . . ( 

Bonds to Bearer other than those included in Section [ 
A. Price 5 or under . . . . . y 

Bonds to Bearer other than those included in Section [ 
A. Price 10 or under . . . . . y 

Bonds to Bearer other than those included in Section [ 

A. Price 20 or under.y 

Bonds to Bearer other than those included in Section [ 
A. Price over 20.y 

C. Registered Stocks, Registered Debentures and Bonds 

lfr~(X48x) 


ta % on Stock. 


i% on Stock. 


\% on Money. 
At discretion. 

A% on Stock. 
&% on Stock. 
i% on Stock. 

J% on Stock. 
\% on Money. 
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D. Shares, Registered or Bearer (other than Shares included in Section E). 


/ s. d 


Price 


1 

0 

or 

under 



At discretion. 






£ 


d 


S. 

J 

Over 


1 

0 

to 


2 

0 



0^ per Share. 



2 

0 

to 


3 

0 



02 



3 

6 to 


5 

0 



1 



5 

0 to 


15 

0 



1 2 »* 



15 

0 

to 

1 

10 

0 



3 


1 

10 

0 

to 

2 

0 

0 



4.1 


2 

0 

0 

to 

3 

0 

0 



0“ 


3 

0 

0 

to 

4 

0 

0 



7 1 


4 

0 

0 

to 

5 

0 

0 



0 


5 

0 

0 

to 

7 

10 

0 


. 1 

0 


7 

10 

0 

to 

10 

0 

0 


1 

3 


10 

0 

0 

to 

15 

0 

0 


1 

0 


15 

0 

0 

to 

20 

0 

0 


2 

0 


20 

0 

0 

to 

25 

0 

0 


2 

0 


25 

0 

0 






• l ( \ 

, on Money 


E Shares of Companies incorporated in the United States of America or 
Canada (whether dealt in in London on a Dollar or Sterling basis), with 
the exception of Shares which are transferable by Deed of Transfer. 
Price 25 cents (Is ) or under . . . .At discretion 

s d 


Over 25 cents (Is.) 

to 50 cents(2s ) . 


01 per Share 


50 cents (2s ) 

to 87J cents (3s (id ) 


02 „ 


87 \ cents 

(3s 6d ) to $11 

(5s) . 


1 


$1* 

(5s) 

to $3£ 

(15s) 


H 


$3} 

(15s) 

to $7J 

(30s ) 


3 


$7i 

(30s ) 

to $10 

(£2) . 


4?, 


$10 

(m 

to $15 

(£3) - 


0“ 


$15 

m 

to $25 

(£S) • 


11 „ 


$25 

(£5) 

to $50 

(£io) • 


0 


$50 

(£10) 

to $100 

(£20) . 

1 

0 


$100 

(£20) 

to $150 

(£30) • 

1 

0 


$150 

(£30) 

to $200 

(£40) . 

. 2 

0 


With 6d rise for every $50, or portion thereof, in price 


F. 


Options for more than one Account 

Options for one Account or less . . .. 

Bargains in partly-paid Stock or Shares of 
New Issues ...... 

Bargains in Rights for Cash 
Powers of Attorney for Inscribed Stock 
Probate and other Valuations 
Securities Made-up or Made-down 
Short-dated Securities (having Five Years 
or less to Run) ...... 

Transfers of Stocks and Shares . . J 


As on bargains. 


At discretion. 


Small Bargains: No lower Commission than £1 to be charged except 
in the case of— 

(а) Transactions amounting to less than £100 in value on which a 

Commission of not less than 10s. must be charged, or 

(б) Transactions amounting to less than £20 in value on which a 

Commission of not less than 5s. must be charged. 
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The same commission is charged for buying or selling, but when 
a stock is both bought and sold within the same Stock Exchange 
account, or the account immediately following, a broker may at his 
discretion charge only one commission. 

On a change of investments for the same client, during the same 
account, or the account immediately following, a broker may at his 
discretion charge half commission on the purchase or sale, but the 
full scale must be charged on the side which yields the larger amount. 

Stamp Duties. —With the exception of British and Colonial 
Government securities, and Corporation Stocks, on which by special 
arrangement stamp duty is not levied, all deeds transferring stocks 
and shares have to be impressed with the ad valorem stamp duty 
of 1 per cent (20s. per £100). Only certain fractions are allowed, 
and the following is the scale of this duty— 


Consideration 
not exceeding 

Amount. 

Consideration 
not exceeding 

Amount. 

£ 

£ s - 

d. 

£ 

£ 

d. 

5 

1 

0 

125 

..15 

0 

10 

2 

0 

150 

.. 1 10 

0 

15 

3 

0 

175 

.. 1 15 

0 

20 

4 

0 

200 

..2 0 

0 

25 

5 

0 

225 

..2 5 

0 

50 

10 

0 

250 

.. 2 10 

0 

75 

15 

0 

275 

.. 2 15 

0 

100 

.. 10 

0 

300 

..3 0 

0 


For every additional £50 of consideration, or part thereof, the 
stamp duty is 10s. 

Markets.— In the Stock Exchange, as in other spheres, the term 
" market ” has more than one signification. First of all, it means 
that portion of the Stock Exchange building which is frequented by 
a body of jobbers dealing in a particular group of securities. 

The number of stocks and shares dealt in in the Stock Exchange 
is so great that some division of this sort is absolutely necessary 
to the conduct of business. Consequently, different portions of 
the floor of the Stock Exchange are given over to groups of jobbers 
specialising in certain securities. Thus the Consol Market may ^ 
indicate that portion of the Stock Exchange in which the jobbers 
who deal in British Government Loans, Indian Loans, and Colonial 
Loans, as well as in Municipal issues, congregate. The Yankee 
Market or the American Market is that section of the Stock 
Exchange, the habitu6s of which deal in American Railroads and 
similar stocks and bonds. Moreover, there may be one market 
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for ordinary stocks and another market for preferred stocks or 
debentures. The Kaffir Market is devoted to dealers in Transvaal 
mining shares, the Miscellaneous Market to industrial securities, 
and so on. 

In addition to this geographical signification, the term “ market ” 
may be used to cover the jobbers themselves dealing in a particular 
class of security. Thus one might say that the Yankee Market was 
j short of stock, which means that the jobbers dealing in Yankees 
I had sold more securities than they possessed. 

For the convenience of brokers it is advisable that markets 
should be apportioned in some manner, and habit has become 
custom until, by long usage, permanent positions have been secured 
to each particular section. Most brokers have a house telephone 
installed from their offices, which is operated by the telephone 
number appearing on an electric signboard in the exchange. 

Having executed his order a broker would return to some con¬ 
venient position where a good view of the telephone signboard is 
obtained, there to await his next call from the office. 

Tape Machines. —There is an automatic method of communicat¬ 
ing the change in prices by means of tape machines. The Exchange 
Telegraph Company are the proprietors of these patent telegraphic 
machines, which are to be found in most stock-brokers' offices. 
Originally the “ outside broker ” could secure information by this 
means, but the Stock Exchange authorities, safeguarding their own 
interests, refused to grant the company facilities for obtaining the 
prices unless the machines were withdrawn from the offices of 
outside brokers. The representatives of the Exchange Telegraph 
Company are now permitted to enter the House and enquire for 
the latest quotations in the various markets, these prices being 
transmitted to subscribers by the Company's operators. Prices 
can thus be studied at the broker's office by any client who may wish 
to confirm a quotation, for there can be no doubt about their 
correctness when they are telegraphed in this manner directly 
from the House. 

Different Markets. —We shall get a better idea of the various 
markets of the.Stock Exchange if we glance at a specimen list of 
prices of each section. The full lists would be too long to be repro¬ 
duced in their entirety, but by giving a portion of each, a sufficient 
idea will be gained of the class of stock or share dealt in. We will 
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follow the same order as the official list of prices published daily 
by the London Stock Exchange, which order is usually followed 
by the daily papers, although for considerations of space the latter 
give the prices of only those securities in which dealings are suffi¬ 
ciently frequent to be of public interest, or for which payment is 
made. Except where otherwise indicated, prices are per cent., 
i.e. f £55 against Consols means that £100 of Consols can be pur¬ 
chased for £55. The second figure, or fraction, represents the 
jobber's selling price (the first being his buying price). 

STOCK EXCHANGE PRICES 


Settlement Dates 

Ticket . . 1 March 3 I March 17 I April 7 

Pay Day . . | March 5 | March 19 | April 9 

British and Indian Government Stocks and British 
Corporation Securities 


Name of Security 

Closing Prices 

Rise or Fall 

21% Consols .... 

56| 

561 

+ £ 

4% Consolidated Stock 

871 

871 

+ l 

3 J% Conversion Loan 

771 

775 

+ i 

41% Conversion Loan 

9»H 

100* 

+ iV 

5% Conversion Loan 

104K 

105* 

+ A 

5% War Loan, 1929-47 . 

103 * 

103* 

4-1 

41% War Loan, 1925-45 . 

100 

1001 


4% Funding Loan, 1960-90 

911 

* 911 

+ i 

4% Victory Bonds . 

921 

93 

+ t 

; 


These are mostly Government loans, and are usually comprehended 
in the terms “ gilt-edged," the security being naturally of the best. 
The holder of a portion of a Government loan is in the position of a 
creditor, his security being the good faith of the Government in 
question and its ability to pay the interest, and, where a loan is 
repayable at some time or other, to redeem it. 

Colonial Government and Corporation Stock. 


Canada, 4%, 1940-60 
Do., 31%, 1930-50 
Cape, 31%, 1929-49 
Gold Coast, 6%, 1945-70 
Kenya 5%, 1948-58 
New Zealand 31%, 1940 


93 

94 

,. 

84 

85 

,, 

83 

84 

,. 

1071 

108 

+ i 

102 

103 


83 

831 

+1 
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Foreign Government Securities. 


Name of Security. 

Closing Prices. 

Rise or Fall 

Arg., 4%, Rescission 

83} 

84} 

,. 

Do., 4%, 1900 

78 

79 

+ } 

Belgian, 3%, Sterling Loan 

89 

90 


Brazil, 4%, 1889 

43 

44 

+’i 

Do., 4%, Rescission 

48 

47 

"i" } 

Do., 5%., 1913 

Do., 5%, Funding, 1914 

*2 i 

53| 

+ 4 

674 

68i 

+ h 

Buenos Aires 3}% Sterling Bonds 

47 

48" 



These are the loans of various foreign Governments. Sometimes 
the bonds of railways, banks, and other institutions are included, 
but this is because they are guaranteed by the Government of the 
country, otherwise they would appear in another section of the list 
devoted to that particular class of security. As a country often 
issues a number of different loans varying as to interest, terms of 
repayment, etc., it is found desirable to distinguish them by indi¬ 
cating the date of issue or some special title. If a loan is termed 
a " sterling loan " it means that the interest and capital are payable 
in English Currency. Where the currency of a country is silver, 
the word " gold ” against the name of a loan means that capital 
and interest are payable in that metal. So many special conditions 
attach to different loans that it is impossible to indicate all of them 
in the price list, and to ascertain what they are—and this applies 
practically to every Stock Exchange security—and people dealing 
in them turn up one or other of the various books of reference, 
such as the Stock Exchange Official Intelligence or the Stock 
Exchange Year Book , and read in detail the full description of the 
security. 

British Railway Stocks. 


Gt. Western . 


66 

67 

- 4 

Do., 4% 

Deb. . 

83 

84 


Do., 5% 

Gtd. . 

99 

100 

. . 

Do., 5% 

Pref. . 

92} 

93} 

. . 

L. Mid. and Scot. 

• • . 

25 

26 

-4 

Do., 

4% Deb. . 

744 

75} 


Do., 

4% Gtd. . 

73} 

74} 

. . 

Do., 

4% Pref. . 

52 

53 

, . 

L. and N.-East., 

Def. . 

4} 

5* 

-4 

Do., 

Prefd. . 

14 

15 

-1 

Do., 

3% Deb. . 

54} 

55} 


Do., 

4% 1st Gtd.. 

68} 

69} 

. . 

Do., 

4% 2nd Pref. 

41 

42 
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In order oi rank the debentures, of course, come first, then 
guaranteed stock, then preference stock, then ordinary, then deferred. 
In the case of railways, preference stock is almost always non- 
cumulative, that is to say, the amount of the dividend which forms 
part of the description of the stock is the maximum amount, and 
is paid only provided it is earned. If the company does not earn 
sufficient to pay it in full, holders have no claim for arrears. In 
the case of guaranteed stock, however, this preference is cumulative, 
and should it not receive the full dividend in one half-year it is 
entitled to receive arrears out of future earnings. In the case of 
British Railways, deferred stock has a further sub-division, the 
ordinary stock, at some time or other, having been split into two 
parts, one taking priority over the other in the matter of dividend. 
We do not believe that anything of lower rank than deferred stock 
has yet been discovered. Some of the ordinary or deferred stocks 
are quoted at very low prices. This is because the dividend thereon 
is very small, or in some cases is non-existent, and is so remote as 
to be hardly within the bounds of possibility. 


Tndtan and Colonial Railway Securities 


Name of Security 

Closing Prices 

Rise or Fall. 

Bengal and N.-W. . 

237 

242 


Assam-Bengal 

64 

66 

. . 

Can. Nthn. Alberta 3$% Deb. . 

82 

83 


Canadian Pacific 

175 

176 


Do., 4% Cons. Deb 

84 

85 

. , 

Do.. 4% Pref. 

80 

81 


G I. Penin., Ann (B) 

22 1 

23J 

,, 

Grand Trunk 4% Gtd. . 

84 

85 


Do., Pac. 4% Deb . 

93 

94 

-i 


The most important stocks in this division are the issues of the 
Canadian Pacific Railway and the Grand Trunk Railway of Canada, 
known on the Stock Exchange as Canpacs and Trunks respectively. 
Some of these quotations are dollars and not pounds, and a special 
note on this point will be found in our remarks following the list 
of American railroad stocks. 


American Railroad Securities. 


Atchison .... 

206 


Baltimore and Ohio 

86 


Chesapeake and Ohio 

46* 

+ i 

Erie ..... 

39* 

-j 

Gt. Northern Pref.. 

70* 

-1 

Illinois Cent. 

91 

,. 

Louisville .... 

109* 

•. 
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This is also a most important class of security dealt in on the 
Stock Exchange. In some lists there are separate sections for bonds 
and shares, and it might here be mentioned that in America one 
speaks generally of bonds instead of debentures, and of preferred 
stock and common stock instead of preference shares or ordinary 
shares. A small section of the Stock Exchange list deals with 
“ sterling ” bonds of American railroads, but most of them are in 
American currency. The prices shown in the list indicate the price 
in dollars that has to be paid per hundred dollars of stock or bonds 
as the case may be, except in those cases where another denomina¬ 
tion, e.g., fifty dollars, is shown in brackets, where the price indicates 
the number of dollars that has to be paid for the denonrnation 
named. 

The New York and other American Stock Exchange prices are 
cabled over daily, and as New York time is about five hours 
behind ours, the prices at the end of the American business day 
reach London during the night, that is to say, some hours after 
the London Stock Exchange is closed, and appear in the morning 
papers at the same time as the London closing prices of some hours 
earlier. The holder of or speculator in American securities, therefore, 
at his breakfast table compares the London closing price of, say, the 
common stock of the Erie Railroad as cabled over from New York 
with the price at which the same stock closed in London some 
five or six hours earlier, and in order that this comparison may be 
Other Foreign Railway Securities. 


Name of Security. 

Closing Prices. 

Rise or Fall. 

Antofagasta, Cons. 

50* 

51i 


Arg. G.W. 

58 

59 


Arg. N.E. 

19i 

20* 

-i 

B.A. Gt. Southern 

63* 

64J 


B.A. and Pac. 

48 

49 

-i 

B. Ayres Western , 

50 

51 


Central Argentine . 

58* 

59* 


Central Uruguay . 

49 

50 



rendered easy, the English daily papers usually put at the left-hand 
side of the New York prices two columns headed " English closing ” 
and “ English equivalent ” (sometimes termed " London parity ”). 
The figure given under the heading of " English closing ” is the last 
price of the security on the London Stock Exchange as quoted 
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elsewhere in the paper under the London Stock Exchange prices, 
but the figure given in the column headed " English equivalent ” 
is the closing price in New York expressed in dollars of 4s., thus 
enabling an exact comparison to be made between the closing 
London and New York prices. 

Banks and Discount Companies. 


Security. 

Closing 

Price. 

Rise 

or 

Fall. 

Security. 

Closing 

Price. 

Rise 

or 

Fall 

Ag. of Egypt 

7} 


Lloyds 

58/- 


Alexanders 



Midland 

74/6 


£2 shares, £\ paid 

68/- 


Nat Disc. B. 

n 


Anglo-S. Am. 

5 


Nat. Egypt 

31 


Martins, £\ . 

60/- 


Nat. India . 

38 

+ * 

Barclays, A . 



Nat. Prov. £4 paid 

12 1 

- i 1 * 

Do., B . 

53/- 


Stand. S.A. 

13* 


Br. Overs's . 

H 


Un. of Aust. 

5* 


Can. Com. . 

47 


Un. Disct. . 


,, 

Char. India . 

m 


Westminster £ 1, l.p. 

52/6 

,. 

Hong Kong . 

1071 







Insurance. 



Alliance, New 

19| 

+1 

N. Brit, and M. . 

32 1 


Atlas Assur. 

m 


Nthn. Assur. 

15* 

-i 

Com. Union 

22t 

Vi 

Phoenix 

12} 


Eagle Star . 

11* 


Prudential “ A " . 

24 


Employers* Lia. . 

63/- 


Do., "<B '* 

34/6 

+ 6d. 

Gen. Accdt. 

14| 

+ * 

Royal £ 1 , 10/- paid 

7} 


Guardian 

H 


R. Exchange 

6 

.. 

Ldn. & L. . 

25* 


Scottish, A 

14 

,. 

Ldn. & Manchester 

13 


Sun Insur. . 

54 

.. 

Caledonian . 

n 


Yorkshire . 

6} 

•• 

How suddenly a 

l change 

in fashion, a scarcity 

or pronounced 


demand for a commodity may bring into existence or into special 
prominence quite a new group of securities is shown by the market 
in rubber shares. Up to the year 1910 only half a dozen or less of 
rubber planting companies were included in the miscellaneous list 
of prices. With the advent of the rubber boom^all the financial 
papers and the ordinary daily papers also found it necessary to 
devote a special section to the prices of shares in companies formed 
for the purpose of producing rubber, and made familiar to the 
public, it may be mentioned in passing, a greater number of out¬ 
landish names than any previous movement of this kind, in this 
direction going far beyond the famous Kaffir boo m of 189 5. 
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Rubber Shares. 


Security. 

Closing 

Prices 

_ 

Rise 

or 

Fall 

Security. 

Closing 

Prices. 

An-Dutch 

17/- 

-3d 

Lmggi 

10/ 

An - Java 

7 Jd 


L. Asiatic . 

2 h 

An.-Malay . 

5- 


Lumut 

ii 

Batu Tiga . 

12/ 


Malacca, 

12/6 

Bertam Con s 

2/ 

— 7 jtl 

Merlimau . 

1/3 


Mines. —During the last two decades this market has become 
so important that many papers devote a special section to it. This 
section is usually split up into various divisions, e.g South African 
Mines, Rhodesian Mines, etc. In the case of South African Mines 
(familiarly known as “ Kaffi rs//) there is often a further subdivision, 
a certain number of shares being grouped under a heading of deep 
levels ; this is to distinguish the deeper mines from those known as 
the out-crop mines or those in which the reef is worked near the 
surface. West African Mines are frequently referred to as “ Jungles/' 
and the silver, lead, and zinc mines in the famous Broken Hill 
district of New South Wales are often referred to as “ Barriers 
or the “ Barrier ” group of mines. Under the heading of 
“ Miscellaneous ” come a number of copper, tin, and other mines 
in different parts of the world. Sections of the lists referred to 
appear on pages 242 and 248. 

Specimen Transactions. —We shall probably get a better idea 
of the various Stock Exchange operations if we follow from begin¬ 
ning to end one or two transactions. We will suppose that Mr. 
John Smith, residing at the Cedars, Wimbledon Park, is a wealthy 


South African Mines. 


Anglo-Amer. 

15/6 


Meyer & Ch. 

IS/- 


Brakpan 

3A 

“ A 

Modder B. 

11/9 


Cent. Mining 


-* 

Do., Deep 

14 


City Deep . 

S /- 


Jagersfontein 

Ifo 

~ A 

Cons. Gd. Fds. 

H 

- A 

New State . 

2J 


C. Mines Sel. 

ll/- 


Randftn. Est. 

17/6 

-3d. 

Crown . 

4 


Rand Mines 

2} 

# # 

De Beers, Def. 

5| 


Rob. Deep, B 

10/6 

-3d. 

East Rand Prop. . 

9/6 


Rose Deep 

6/3 

-3d. 

Geduld 

3* 


Springs 

3 

.. 

Gen. Mining. 

16/3 


T. Cons. L. . 

1* 

.. 

Govt. Areas 

If 


Union Corp. 

2H 

, , 

J. Cons. In. . 

! 29/6 


Van Ryn . 

7/6 

-3d. 

Knights 

10/9 


V. Ryn Deep 

1* 

., 

Langlaagtc , 

25/6 

• • 

Wit. Deep , 

3/9 

-3d. 










THE STOCK EXCHANGE 


243 


Rhodesian Mines. 


Security. 

Closing 

Prices. 

Rise 

or 

Fall 

Security. 

Closing 

Prices 

Rise 

or 

Fall. 

Cam. & Mo. 
Chartered 

G'be and Ph'x 

G. Fid. Rhod. 

Lonely R. . 

22/6 

27/6 

14/6 

5/6 

1 n 

- 6d 
+ 3d 

Rezende 

Rhod. B H. 
Sclukwe 

Khokana Corp. . 

4 

J/« 
2/101 
71 ' 

-2/6 


Tin and Copper Mines. 



Anaconda 

Tharsis 

Mason and Barry . 
Siamese 

8 

17/6 

8/9 

-3d 

Mt. Lyell . 

Tavoy 

Rio Tinto . 
S.Crofty 

7 

8 

V- 

3/3 

- 3d 

1- 2/6 

-3d 


Miscellaneous Mines. 


Amal. Zinc . 

5/3 


Mining Corp. 

8/- 

Ashanti 

30/- 


Mysore 

10/6 

Broken Hill Prop.. 

10/- 


Ooregum 

31- 

Do. South . 

26/- 


St. Gertrudis 

6/10] .. 

North Bkn. Hill . 

34/6 


S. Jn. del Rey 

19/6 

Burma Corp. 

»/- 

i id 

San Fr'isco 

14/3 | \ 3d 

Central Provinces . 

21 


Sulphide 

5/9 j - 6d 

Elec. Zinc. Pf. 

16/6 


Waihi 

13/3 

Fanti Cons. . 

SI- 

-| 6d 

Zinc Corp. . 

17/6 

Mm. Sepatn. 

31 


Trepca 

6/- -3d. 

Nundydroog. 

17/- 

i 

1 



man who buys investment securities largely for investment, but at 
the same time dabbles in stocks for purposes of speculation also. 
As we shall see later, buying and selling for purposes of speculation 
may be a very different thing from buying for investment; we will 
commence, however, with the simplest form of operation, namely— 
Purchase for Investment. —Mr. Smith having a sum of £1,000 
available wishes to invest it in some security which will give him 
as high a yield as possible consistent with safety, and yet one 
which he may be able to sell at short notice should he desire to raise 
the money. As the result of consultation with his broker, or of his 
own choice, he decides upon the purchase of £1,200 worth of Argen¬ 
tine 4 per cent 1900 Loan, which the daily paper informs him is 
quoted at 79|-f. He accordingly writes a letter to his stockbroker 
requesting him to purchase for him £1,200 worth of this stock “ at 
best/' by which he means at the best price possible from Smith's 
point of view. Although desirous of investing the sum of about 
£1,000 he instructs his broker to purchase £1,200 because the price 
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being between £79 and £80 per £100 of stock, if he were to order 
£1,000 worth nominal of the stock he would be investing only the 
sum of £800. The broker, or his authorised clerk, on receipt of the 
order, goes into the " House,” as the Stock Exchange is familiarly 
termed, makes his way to the Foreign Market, seeks out one of 
the jobbers dealing in Argentine loans, and purchases £1,200 of 
this particular loan at say 79§. He, the broker, thereupon sends 
his client a contract note worded much in the following fashion— 

Whiteway & Tompkins. 

15 Threadneedle Street, and 

The Stock Exchange, 

London, E.C.2. 

2 6th February, 193.. 

To John Smith, Esq., The Cedars, Wimbledon Park. 

We have this day Bought as per your order subject to the 
Rules and Regulations of the London Stock Exchange— 

£1,200 Argentine 4% 1900 Loan at 79§ £955 10 0 

Brokerage 3 0 0 

Contract Stamp 2 0 


Total £958 12 0 

For payment on 5th March, 193... ~ 

E. and O. E. 

Whiteway & Tompkins, 
Members of the London Stock Exchange. 

The contract mentions the date on which the stock had to be 
paid for, this being the settlement on account day following the 
purchase. There are two settlements each month, and on these 
days are settled the different transactions that have taken place 
since the preceding settlement, the intervening period being known 
as the “ account” 

About a day before the money became due Mr. Smith would 
receive a statement showing the different transactions that had 
been effected for him for that account and the balance due to or 
from him as the case might be. In this particular case we will 
assume that the purchase of Argentine loan was the only transaction 
effected for Mr. Smith, and on the due date he would hand his 
broker a cheque for £958 12s. Od. and would receive either on that 
day or within the next few days the bonds he had purchased, or, 
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what is more likely, he would give his bank instructions to pay for 
and to take delivery of the bonds from the stockbroker. 

Bonds and Registered Stock. —The Argentine loan being issued 
in the shape of bonds to bearer, the transfer of which is effected 
by the mere passing from one individual to another, no further 
formalities would be required. If, however, he had purchased some 
registered stock or registered shares, it would have been necessary 
for such stock and shares to be transferred into the name of Mr. 
Smith, in which case, instead of bonds being handed over to him 
against the cheque, Mr. Smith would have received for signature 
a transfer already executed by the previous registered holder of 
the stock or shares. Such transfer, when executed by Mr. Smith, 
would be returned by him to his brokers who would lodge it with the 
bank or the Company's office, as the case might be, for registration in 
the name of their client, and in this case their contract note would 
have included a further item of stamp duty at the rate of 1 per cent. 
(20s. per £100) and transfer fee charged by the Bank or Company for 
its work in registering the change of ownership, such transfer fee 
usually being 2s. 6d., although sometimes it is 2s. 6d. per 100 shares. 

In due course a certificate in the name of Mr. Smith recording 
the fact that he was the registered proprietor of so much stock or 
so many shares would be prepared and handed to him or to his 
bank. Interest or dividends as they became due would be received 
by Mr. Smith on his presenting the coupons (in the case of bonds 
or share warrants to bearer) to the paying bank, or in the case of 
registered stock or shares the interest or dividends would be re¬ 
mitted to him by cheque. This would close the transaction so 
far as this ordinary investment purchase was concerned. 

Certain stocks are always bought and sold for “Cash/' t.e., they 
pass between buyer and seller any day subsequent to the deal. 

These are British and Colonial Government Stocks, Corporation 
and County Stocks. 

Carrying Over. —Let us suppose, however, that in the following 
week Mr. Smith thought he would have a " flutte rJ.'.in Kaffirs, 
and being of opinion that Nourse Mines shares were more likely to 
rise than fall in price, gave his broker an order to purchase 1,000 
of these shares. In this case Mr. Smith has no intention of paying 
for the shares or of holding them permanently; no ne the le ss he 
instructs his broker to purchase them, and the broker sends him 
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SHARE TRANSFER 

1, John Allen , of 97 Broad Street, Birmingham, Merchant , 
in consideration of the sum of 1 Sixty pounds 

Stamp 

paid by William Young, of 1004 Granite Road, Aberdeen, Brewer, 
hereinafter called the said Transferee 
_ Do hereby bargain, sell, assign, and transfer to the said 



Transferee Ten (10) Ordinary shares of £5 each fully paid up 
Nos. 11 to 20 inclusive 

the of and in the undertaking called 

Blank Manufacturing Company, Limited. 

To hold unto the said Transferee, his Executors, Administrators, 
and Assigns, subject to the several conditions on which I held the 
same immediately before the execution hereof; and I, the said 
Transferee, do hereby, agree to accept and take the said ordinary 
shares, subject to the conditions aforesaid. 

As Witness our Hands and Seals, this thirteenth day of 
May in the Year of our Lord One Thousand nine hundred and 


£ 


Signed, sealed, and delivered, by the above-named 
John Allen 
in the presence of 

» Signature, Arthur Dunham John Allen 

j Address, 59 Tollington Park, London, N. 4. 

' Occupation, Clerk. 



Signed, sealed, and delivered, by the above-named 
m William Young 

‘w in the presence of 

g i Signature, Thomas Ward 
•§ < Address, 66 Nichols Square, Hackney Rd., 

£ ' Occupation, Clerk. [ London, E. 2. 

w Signed, sealed, and delivered, by the above-named 

"tg in the presence of | 

g i Signature, [ 

ti ' Address, I 

/ Occupation, ! 


( William 
Young. 



w Signed, sealed, and delivered, by the above-named 
in the presence of \ 

g Signature, | 

5 - Address, f 

£ Occupation, ) 



1 The Coiibideration-money set forth in a transfer may differ from that which the first Seller will 
receive, owing to sub-sales by the original Buyer; the Stamp Act requires that in such cases the 
Consideration-money paid by the Sub-purchaser shall be the one inserted in the Deed, as regulating 
the ad valorem Duty; the following is the Clause in question : 

" Where a person having contracted for the purchase of any Property, but not having obtained 
a Conveyance thereof, contracts to sell the same to any otner Person, and the Property 
is, in consequence, conveyed immediately to the Sub-purchaser, the Conveyance is to be 
charged with ad valorem Duty in respect of the consideration for the Sale by the Original 
Purchaser to the Sub-purchaser/’ 

33 A 34 Viet. (cap. 97), Clause 74, Section 3, of the Schedule. 

When a Transfer, ts executed out of Great Britain, it is recommended that (ha signatures be attested by 
H.M. Consul , or Vice-Consul, a Clergyman, Magistrate, Notary Public, or by some other person holding 
a public position—-as most companies refuse to recognise Signatures net so attested* 
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a contract note in just the same way as he did for the Argent ne loan, 
notifying Mr. Smith that 1,000 Nourse Mine shares have been bought 
for him at the price of 12s. each, and that the amount due from 
him in respect thereof on 5th March, 193.., is £613 18s. 0d., the 
£13 18s. Od. being for commission, stamp duty, Union of South 
Africa stamp duty, at the rate of 1/- per £100, fee and contract 
stamp. Mr. Smith has therefore about a week before he is supposed 
to pay for the shares, and if during that period they go up to any 
extent he can sell them at the enhanced price to someone else who is 
supposed to pay for them also on the 5th March, and Mr. Smith can 
pocket jlie difference without having had to disburse any money. 
In this case Mr. Smith, having bought for a rise, i.e. in the expecta¬ 
tion that the shares will rise, is a “bull” of Nourse Mines. Suppose, 
however, that Nourse Mines shares remain stationary in price, or 
fall. What would Mr. Smith have to do, seeing that he has neither 
the intention nor the means available to pay for them on the 5th 
March ? He can either sell at the price ruling and pay the 
difference, thus cutting his loss, or he can carry over. That is to say, 
a day or two before the account day, in this case 5th March, he 
will notify his broker that he wishes to carry over, whereupon his 
broker will arrange for the “ bargain ” to be continued, that is to 
say, he finds someone who will lend the money necessary to pay for 
the shares, or arranges with some jobber to postpone for another 
account the delivery of the shares (which comes to much the same 
thing), such shares probably being deposited with a bank as collat¬ 
eral security for a loan for the duration of the next account. These 
are the short loans in which so much of the funds of the banks are 
employed. Mr. Smith is charged interest on the money he is thus 
borrowing, such interest being regulated by the bank rate, and these 
rates charged for carrying over are known as “ contangos.” On 
carrying over, the broker sends Mr. Smith a fresh"contract note 
recording the purchase of 1,000 Nourse Mines just as though it were 
a new transaction, the price being, however, not that which he 
originally purchased, but the carrying over price fixed by the Stock 
Exchange authorities, which is usually the middle ruling price, and 
if this price is lower than that at which he purchased, Mr. Smith has 
to send a cheque for the difference to his brokers; if, on the other 
hand, it is higher than when he purchased he receives a cheque from 
his brokers for the difference. He is also charged interest as already 
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mentioned, and probably a small fee in addition by his broker. 
This may go on from account to account, Mr. Smith paying or 
receiving differences each account day unless the carrying over 
price happens to be exactly the same as that on the previous carrying 
over day, in which case, of course, Mr. Smith neither gains nor loses, 
beyond the small sum he has to pay for interest or charges. This 
can go on until Mr. Smith decides that he has lost or gained enough 
as the case may be, and closes the transaction by selling the shares. 
Also, as the shares in question have not been actually registered in 
Mr. Smith's name, he would require his broker to credit him with 
the stamp duty and fee charged on the contract note at the time of 
purchase. It can readily be seen that this system resolves itself into 
mere gambling, and as a matter of fact dealings take place in 
thousands and thousands of shares and thousands and thousands of 
pounds worth of stock which toallintents and purposes never exist, 
such stock and shares being merely gambling counters. Mr. Smith 
might have performed the opposite operation ; that is to say, he 
might have sold 1,000 Nourse Mines shares even though he did not 
really possess any, in the hope or belief that they would fall in price. 
In this case he would be a “ bear " of Nourse Mines, and could 
carry over in the same way, pocketing or paying out the difference 
each account according to whether they fell (as he would hope) 
or rose in price. In this case, however, when he carried over he 
would not be borrowing money but borrowing shares. As frulls 
of these shares are paying contangos, i.e., are paying for the privi¬ 
lege of not having to take delivery of the shares they have pur¬ 
chased, it very likely results in the bear operator receiving money 
at the ruling rate per cent, on the value of the stock he is continuing. 
If, however, as sometimes occurs, there is a prep onderance of bears 
in one particular share, it may occur that the speculator for the 
fall, the bear, has to pay something for the privilege of carrying 
over his liability to deliver, and this charge is called a backwardation. 

Options. —There is another way in which Mr. Smith may speculate, 
and that is by means of an option. As the name implies an option 
is a right over certain stock or shares. It may be the right to buy, 
or it may be the right to sell. In the former case it is termed a 
“ call" opti on, in the latter a “ p ut " option. It is possible to 
purchase a 14 put and call option," which means that the purchaser has 
the right at will either to buy or to sell It should be added that the 
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option is to buy or sell a certain number of shares at a date and at a 
price fixed upon at the time the option is granted. The financial 
papers publish lists of option prices in those securities in which this 
sort of business is most carried on, and we give a selection from 
such a list— 

OPTION MARKET 
(Latest Quotations) 


For Account j 23rd April 


“Put” or "Call” of Railways— 
(it. West Ord. 

L. Mid. & Scot Ord. 

L North E. Prcf Ord . 
Southern Deferred 
Underground Shares 


2 IS 

u 

H 

U 

1/4 


21 st Mav l 25th June 


2J 

1? 

18 

1/3 


2J 

2J 

2 

n 

1/4 i 


An expert Stock Exchange operator often purchases an option 
to protect himself and then buys or sells stock on the market 
against it, carrying over from account to account until the option 
expires. This is, however, a very complicated business, and the 
ordinary student need not bother about its intricacies so long as he 
understands what an option is. 

Bonus, Rights, etc. —As has already been stated, interest or 
dividends (the distinction being that interest is a regular payment 
made on fixed interest-bearing securities such as debentures, pre¬ 
ferred shares, etc., whilst dividends are the distributions often 
varying in amount according to the earnings) are paid sometimes 
by means of coupons, which have to be presented for encashment, 
sometimes by cheque direct to the registered holder or to his banker 
according to whether the stock or shares are in the form of bearer 
bonds or certificates, or are registered or inscribed in the name of 
the proprietor. In the case of many companies a dividend is declared 
at a regular rate, but something additional is given from time to 
time, and is termed a bonus; by this it is generally intended to 
convey that shareholders must not rely upon receiving such bonus 
regularly, but that it varies according to the circumstances. Some¬ 
times shareholders are also given the right to apply for new shares 
at a price below the market quotation ; in such a case the right to 
apply lor these shares has value in so far as it places shareholders 
in a privileged position, and thus oftentimes people sell these rights 

I?— (1481) 
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separately. One sometimes sees a share quoted “ ex rights " or 
simply " xr,” which means that the price no longer includes the 
rights which attach to the shares. In the same way one sometimes 
sees after the quotation the words “ ex div.” or simply " xd.” 
or “ x” which indicates that this price no longer includes the right 
to the last coupon or dividend as the case may be. 

The Days of the Settlement. —Although a certain day is fixed 
as a settling day, transactions for the account always cease a day 
or two before, in order to allow of the necessary adjustments 
and clerical work. The settlements occupy four days, the first of 
which is the “ contango. day/' for on that day the making-up 
prices are fixed. Recent Stock Exchange Rules have abolished 
the " Mining Contango ” day which used to precede the “ Gen¬ 
eral Contango ” day. The reason for this extra day being given 
to the settlement in mining shares was that some years ago 
operations in these shares grew to such an extent that one day 
was not found sufficient. 

The second day is known as ticket-day, or name-dayj on this day 
the brokers hand over to the various jobbers tickets on which are 
written the names and addresses of their clients who have bought 
securities during the account, together with the price and amount 
so that the necessary deeds of transfer may be prepared. In the 
case of bearer bonds or shares, no such ticket is necessary. The 
ticket may be looked upon as a demand note for the security 
described thereon, but the jobber to whom it is handed is not 
necessarily in possession of the securities, for he may during the 
account himself have bought them from another jobber or broker, 
so in this event he writes the name of the person from whom he 
bought the stock on the back of the ticket, and passes it on until 
it ultimately reaches the member of the Stock Exchange whose 
client actually holds the certificate. 

The third day of the settlement is the intermed iate- day, which is 
the day set aside for the preparation of documents, etc. 

The fourth and final day of the account is known as settli ng-day^ 
or pay-day, and is sometimes termed “ the account/' As the name 
denotes, on this day all payments arising outof the account, be 
they payments for stock actually pu^hased^and taken up, or 
payments of 41 differences," i.e., profits or losses on speculative 
transactions, have to be made. 
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Buying-in. —If stock or shares due for delivery on pay-day are 
not delivered within ten days, the stock may be 14 bought in,” that 
is, the broker to whom delivery has to be made is entitled to buy 
the necessary quantity of stock in the open market through the 
Official Buying-in Department of the Stock Exchange (who charge 
the deliverer with commission and the difference). 

Selling-out. A broker who has sold stock is entitled to demand 
the buyer’s name on the name day, failing which, he may “sell 
out” against the buyer. 

The result of this would be that the stock is sold under the 
hammer to another buyer, who furnishes the name immediately. 

The original buying broker has to pay any difference in the price, 
and has to buy his stock on the open market a second time. 

These rules facilitate prompt settlement of bargains. When a 
client purchases stock he wants delivery in a reasonable time. If 
he has sold stock he would require the cash on the due date. 

When a broker is asked to purchase stocks or shares in which 
there is not a very free market, it occasionally happens that the 
jobber stipulates “not to press for delivery” before he will deal. 

In this case “buying-in” cannot be resorted to, and a client has 
to wait any length of time for delivery of his stock. He is not 
obliged to pay for the stock until delivery is actually obtained, 
though he receives all dividends as they become due from the broker, 
who obtains them from the jobber. 

Stagging. —There is sometimes reason to believe that an excep¬ 
tionally attractive issue will be largely over-subscribed, with the 
result that the stock or shares will at once be quoted at a premium, 
something above the issue price, for disappointed applicants may 
still be desirous of obtaining some of the security even at an enhanced 
price, and give orders to their brokers accordingly. In the hope 
of snatching a profit by this means, many people apply for quantities 
of the new issue in the hope of obtaining an allotment, which they 
immediately sell at the enhanced price; this operation is called 
" stagging,” and gives rise to the third species in the Stock 
Exchange menagerie o f bulls, bears, and stags. 

Power of Attorney. —This is the name of a legal document 
which gives authority to one person to sign on behalf of another, 
and it is mentioned here as it is often used in connection with the 
signing of transfers of stocks and shares. As an instance of the 
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utility of a Power of Attorney in this connection, let us consider the 
position of a man whose business compels him to travel abroad, 
or to remote parts of the country. He may obtain information 
regarding certain shares, and needs to act promptly on that informa¬ 
tion if he is to make a likely profit by dealing in such shares. A 
Power of Attorney in such a case would enable him to reap the 
benefit of his information, by obviating the necessity for continual 
posting and re-posting of documents, with the attendant risk of 
loss or theft. The form sets out the full description of the person 
giving the power, a full description of the shares or stock intended 
to be dealt with, the name and description of the person appointed 
to act as attorney, etc. 

When a transfer deed is signed by an attorney, the secretary of 
a company will not accept it unless the Power of Attorney is lodged 
with the company for three days, and an additional fee of 2s. 6d. 
is usually charged. 

An example of a general Power of Attorney is shown below— 

KNOW ALL MEN by these Presents, that I . Alan Belshaw 

. Company Secretary. . of . .Audley Mansions, London, W 1 

Do hereby appoint . Wilfred Fraser . .. 

of .. . . Hanover Square, London, W 1, Chartered Accountant 
to be my true and lawful Attorney, for me, and in my name, to ask, demand, 
recover, and receive, and if need be sue for the yearly or other dividends, 
interest, and produce of all moneys in the funds or on securities of any kind 
whatsoever and all other the real and personal property and effects of me 

the said. Alan Belshaw . . 

and all other my yearly income from whatever source the same may bo 
derived, and to call in any sum or sums of money invested in securities, and to 
get in and receive all other moneys due or owing to me the said . Alan Belshaw 
and to sell and dispose of or convert into money all or any part of my real and 
personal property, stocks, shares, chattels, and effects. And also to deposit 
in any Bank or lay out and invest any moneys which shall come to the hands 
of my said Attorney by any of the means aforesaid in the Public Stocks or 
funds, or other Government Securities or such other Securities, and to alter, 
vary and transpose as well such stocks, funds or securities as any stocks, 

funds, and securities now belonging to me the said.. .. Alan Belshaw . 

as he shall think necessary or expedient. And also to adjust and settle all 
accounts and reckonings whatsoever subsisting unsettled between me the 

said . Alan Belshaw .. .and any person or persons, Trustee or 

Trustees, Executor or Executors, or Administrators whomsoever, And also 
to commence and prosecute any actions, suits, or other proceedings at Law 
or in Equity against any person or persons in respect of any of the matters 
or things aforesaid. And to oppose and defend any actions, suits, or other 

proceedings commenced or to be commenced against me the said. Alan 

Belshaw .and to proceed to judgment and execution, or to become 

non-suit in any such actions, suits, or other proceedings or to submit the 
same to arbitration, or to compromise the same as shall seem most expedient. 
And also for me and in my name to sign cheques and to sign and give effectual 
receipts, releases, acquittances and discharges for all property or moneys to 
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be received in manner aforesaid. And on the settlement of any such accounts, 
or reckonings as aforesaid, to sign, seal, execute and deliver all such acts, deeds, 
and assurances in the law whatsoever as may be requisite or proper for 
effectuating any of the purposes hereinbefore expressed. And Generally 
to act in the entire arrangement and superintendence of all the property, 
affairs and business of me the said Alan Belshaw . 

and to use all such means, and make, do, and execute, all such matters and 
things as may be requisite for that purpose as fully and effectually to all 
intents and purposes as I could do if personally present and acting herein 
And also to substitute or appoint any person or persons to act under or in the 
place of my said Attorney in all or any of the matters aforesaid 

1 Hereby ratifying, and confirming, and agreeing to ratify and confirm all 
that my said Attorney or his substitute or substitutes shall lawfully do or 
cause to be done in all or any of the matters aforesaid 

In witness whereof I have hereunto set my hand and seal this . . 
Fourteenth . day of . April One thousand nine hundred and 
Signed, sealed and delivered by the said'| 

Alan Belshaw 

in the presence of John Brown Alan Belshaw. 

Clerk to Messrs. Reid, Jones & Co., 

Solicitors, Bedford Row, W.C 1. 


All powers are liable to stamp duty, which varies with the nature 
of the document. The following is the scale— 

Power of Attorney, Proxy, or other instrument in the 
nature thereof— 

For the sole purpose of appointing or authorizing a 
proxy to vote at any one meeting (including an 
adjournment thereof) at which votes may be given 
by proxy, whether the number of persons named in 
such instrument be one or more .. .. ..001 

For the receipt of the Dividends or Interest of any 
Stock— 

Where made for the receipt of one payment only ..010 
In any other case connected with the receipt of 
Dividends or Interest .. .. .. ..050 

General.0 10 0 

An order, request, or direction under hand only 
from the proprietor of any stocks or shares to any 
Company or to any officer of any Company or to any 
banker to pay the dividends or interest arising there¬ 
from to any person therein named is not chargeable 
with duty. 

Valuations for Probate. —These are made at the minimum 
quotation plus one-quarter of the difference, e.g., if the quotation 
is 90-91, the probate valuation would be at 90£. 
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Stock Exchange Abbreviations. —The abbreviations in ordin¬ 
ary use in Stock Exchange transactions are few in number, but the 
same cannot be said of the abbreviated names by which securities 
are known. In many cases th e wit so characteristic of Stock Ex¬ 
change men finds full expression. It can readily be imagined that 
at a Stock Exchange where many thousands of securities are dealt 
in, and where it is often necessary to shout out the name of the 
particular security one wishes to buy or sell, much time would be 
lost if the full title of each security has to be given. The same 
applies to telegrams. The broker who wished to obtain from a 
jobber the current price of, say, Buenos Ayres Great Southern 
Railway ordinary stock, would not give this title in full but would 
enquire about" Bags/' This latter is arecognized abbreviation for the 
name of the stock required, and the jobber understands exactly what 
is wanted. The abbreviation in this case it will be noticed, consists of 
the first four initial letters in the title of the railway. 

The following is a list of some of the common abbreviations— 


Goschens 
Irish . 
Anglo-A 
Fags . 

Bags . 
Mails 
Atch . 
Canadas or 
Canpacs 
Penns 
Rocks 
Brum 
Berwick 
Souths 
Western 
Districts 
Mets . 
Vestas 
Bays. 
Chartered 
Oceans 
Tanks 
Goldfields 
Cottons 
Slubbers 
Columbias 
Grams 
Chemicals 
Cements 

Bats . 


2£% Consolidated 

2\% Guaranteed (Irish Land ActJ. 

Anglo-American Telegraph Company Deferred. 
Antofagasta (Chili) and Bolivia Railway Company 
Consolidated Ordinary. 

Buenos Aires and Great Southern Railway Ordinary. 
Mexican Railway Ordinary. 

Atcheson, Topeka, and Santa Fe Railroad Common. 

Canadian Pacific Railway Common. 

Pennsylvania Railroad Common. 

Rock Island Company Common. 

London Midland and Scottish Railway Ordinary. 
London and North Eastern Railway Deferred. 
Southern Railway Deferred. 

Great Western Railway Ordinary. 

Metropolitan District Railway Ordinary. 
Metropolitan Railway Consolidated. 

Railway Investment Deferred. 

Hudson's Bay Company Ordinary. 

British South Africa Company shares. 

Oceana Consolidated Company shares. 

Tanganyika Concessions shares. 

Consolidated Goldfields of South Africa. 

English Sewing Cotton shares. 

British Cotton Wool Dyers* shares. 

Columbia Graphophone Company shares. 
Gramophone Company, Ltd., Ordinary. 

Imperial Chemical Industries, Ltd., Ordinary. 
Associated Portland Cement Manufacturers, Ltd., 
Ordinary. 

British American Tobacco Company, Ltd., Ordinary. 
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Imps 

Wire . 

Silvers 

Slops 

Shells 

Dutch 

Gyppy "IV 

Lobs . 


Imperial Tobacco Company (of Great Britain and 
Ireland), Ltd , Ordinary. 

British Insulated Cables, Ltd., Ordinary. 

India Rubber Gutta-percha Company share's. 
Allsopp’s Brewery Ordinary. 

Shells Transport and Trading Ordinary. 

Royal Dutch Company shares. 

Anglo-Egyptian Oilfields “B” shares 
Lobitos Oilfields, Ltd., shares 


Other than these abbreviations for the names of securities, 
there are—as previously mentioned—few other abbreviations in 
common use on the Stock Exchange. The following are those met 
with in the ordinary operations of the Exchange— 

Cum div. (or c.d.) Cum dividend. This denotes that the pur¬ 
chaser of shares so quoted is entitled to receive the dividend or inter¬ 
est which has just been declared or is payable. 

Ex div. (or x.d.) Ex dividend. This denotes the direct con¬ 
trary, the purchaser of shares quoted ex div. not being entitled to 
the dividend or interest. If it is paid to him by the company, it is 
claimed from him on behalf of the seller. 

Cum rights (or c.r.) ; Ex rights (or x.r.). These terms—some¬ 
times expressed “ cum new ” and “ ex new”—show that the 
quotations against which they appear include, or do not include, 
as the case may be, certain rights that may have attached to the 
shares or stock to acquire additional shares or stock at more favour¬ 
able terms than the market price, this being a frequent form of giving 
a bonus to shareholders. 

New Issues and Official Quotations. —When a new company 
is formed and the stocks or shares are offered for subscription by 
the public, a formal application for quotation must be made to 
the Secretary of the Share and Loan Department. No dealings, 
whether for cash or for the account, will be allowed in any new issue, 
unless allowed by the Committee or excepted from the Rule. 
Dealing in “ Results ” is not allowed. Before permission is granted 
certain documents and particulars regarding the company are 
required to be sent in. If these are satisfactory permission will 
be given and the account day on which the bargains in new issues 
are to be settled will be announced either then or subsequently. 


Questions 

L Write a short essay on the History of the Stock Exchange. 
2. By whom is the Stock Exchange governed ? 
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3. What powers have the Committee of the Stock Exchange ? 

4. What are the qualifications required of a candidate for 

Membership of the Stock Exchange ? 

5. What are the rules regarding the admission of clerks to the 

Stock Exchange ? 

6. Members of the Stock Exchange are divided into two classes. 

Name them and say if there is any real necessity for such a 
definition. 

7. If you desire to purchase stock or shares, would you approach 

a stock jobber with a view to his carrying the transactions 
through ? 

8. Describe the functions of {a) a Broker ; (6) a Jobber. 

9. Give a definition of the term " Market ” as used on the Stock 

Exchange. 

10 How would you describe a broker who was not a member of 
the Stock Exchange ? 

11. Into what different markets is the Stock Exchange divided ? 

12. What is the meaning of the word “ Kaffirs ” as used on the 

Stock Exchange ? 

13. You wish to purchase 100 shares in Bovril, Ltd. State 

precisely the procedure from the time of placing your order 
to the passing of the transfer. 

14. How would you describe a man whose capital amounted to 

£500 and who purchased stock to the value of £1,000 in the 
hope that before time for payment arrived the price would 
rise sufficiently to permit of his selling at a profit ? 

15. What do you understand by Carrying Over ? 

16. How many days does the Settlement cover, and by what 

names are they known ? 

17. State what you know about Options. 

18. You see stocks quoted (a) Ex Rights ; (b) Ex Div.; (c) Cum 

Div. What do these terms convey to you ? 

19. There is reason to believe that a certain new issue of shares 

will be largely subscribed. A speculator has applied for 
a large quantity in the hope of receiving an allotment and 
being able to sell to disappointed applicants at a premium. 
How is that operation described ? 

20. What ate the Stock Exchange rules as to partnerships be* 

tween members, and between members and non-members ? 



CHAPTER XVI 


INSOLVENCY AND BANKRUPTCY PRACTICE 

The law relating to insolvency and bankruptcy ranks as one of 
the most difficult branches of jurisprudence, and it would be 
manifestly impossible, in a work like the present, to present more 
than the faintest outline of such an important and intricate branch 
of the law. 

Insolvency. —The subject of insolvency will be dealt with 
first. Every insolvent debtor need not, as a matter of course, 
become finally bankrupt. Whether he does make an appearance 
in the bankruptcy courts or not will depend upon a variety of 
circumstances, such as the feeling of his creditors towards him, the 
nature and extent of his business, and various attendant circum¬ 
stances. It will be gathered, therefore, that an insolvent person 
is one who, although his liabilities are in excess of his assets, has, 
at any rate for the moment, escaped figuring in any actual proceed¬ 
ings in bankruptcy. A solvent person whose affairs have become 
entangled, may seek the protection of the bankruptcy court. 

Notice of Meeting. —The first intimation of the insolvency of 
a debtor (of whose condition there has been no previous indication, 
such as a county court judgment) usually arrives through the 
medium of the post, and the persons in the mercantile world who, 
at some period or other, have not been the recipients of a circular 
announcing the state of affairs of one of their customers in this 
connection, must be few indeed. Such a communication, usually 
emanating from a firm of solicitors, or sometimes accountants, 
intimates that the debtor has consulted them with regard to his 
financial position, and adds that a meeting of creditors will be held 
at a certain place on a specified date. 

Private Arrangements. —It may here be stated as a general 
principle that private arrangements which are usually the result 
of such a meeting, are more favourable to the average creditor than 
if the matter were allowed to drift into bankruptcy. One important 
argument in support of this contention is that the legal and other 
expenses connected with the matter will, as a rule, be found to be 
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less. These private arrangements are usually carried out in one 
of two ways, either by a deed of composition or by a deed of 
assignment. 

Deeds Necessary. —The first-named deed is usually resorted 
to when the debtor proposes to pay a composition by instalments. 
The creditors will usually press for, and, if they are fortunate, may 
obtain a guarantee for the due payment of the said instalments from 
some relative of the debtor. The second deed is available in cases 
wherein it is desired that the business of the debtor should be 
carried on and his liabilities discharged out of the moneys which 
may, with more judicious management than the concern formerly 
enjoyed, come in. By this deed the property of the debtor, except 
his tools and certain other articles, such as bedding, etc., is assigned 
to a person appointed as trustee, who realises it to the best advantage 
as and when he conveniently can, and, after discharging all prefer¬ 
ential claims such as rent, wages and local impositions, distributes 
whatever balance there may be among the creditors. 

Registration of Deeds. —Any deed whereby a person enters 
into any arrangement or composition with his creditors must be 
duly registered, and upon such deed being presented for registration 
certain particulars must be furnished, including a statement upon 
oath by the debtor as to the extent of his liabilities and the value 
of the property comprised in the deed. Unless this registration 
takes place within the specified time the deed is void. 

Dissenting Creditors, —It is almost unnecessary to state that 
only those creditors who assent to a deed are bound by it, and any 
dissenting creditor may, notwithstanding the deed, take legal 
proceedings for the recovery of the debt due to him, but as he 
cannot attach the property recited in the deed, little can be gained 
by this course. 

Procedure at Meeting. —Of the procedure at a meeting of 
creditors of an insolvent debtor little need be said. The solicitor 
or accountant who has convened the meeting will usually place 
before it the reasons for this step and will of course endeavour 
to exculpate the debtor as much as possible if it be likely that 
any of his audience will allege extravagant living or s milar conduct 
on the part of his client, and after discussion, which is usually 
more or less heated, the meeting will decide whether the case is one 
for private; arrangement or for bankruptcy. 
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As to the course to be pursued by a creditor or his representative 
at such a meeting, the advice given on a certain occasion at which 
two rival parties were present, namely, side with the largest, is 
applicable here. It is only to be expected that the largest creditors 
who have most at stake will spend considerable time and trouble 
and often employ skilled assistance in endeavouring to avert disaster, 
and if the ordinary trade creditor follows their lead he will usually 
have adopted the wisest course. 

Secured Creditors. —It has, of course, been entirely assumed in 
dealing with the matters above that the creditor is unsecured. If 
he is fortunate enough to hold some security, such as a mortgage 
upon the debtor's property, or a policy upon that gentleman's 
life, he relies upon his security, and can, as it were, sit upon the 
fence, and calmly ignore the other creditors who have not been so 
far-seeing. 

Having dealt as far as possible, under the circumstances, with 
the subject of financial embarrassment, short of actual bankruptcy, 
we must now consider the practice in those cases where a creditor, 
having obtained a judgment, determines to pursue the matter to the* 
end, and to obtain a receiving order against his debtor, and also in 
those cases where an attempt to stave off bankruptcy by a private 
arrangement has proved of no avail. 

Bankruptcy. —As is almost universally known, the principle 
underlying the bankruptcy laws is that if a person becomes heavily 
involved in debts with no prospect of being able to extricate himself 
from this position, some effort should be made to effect this object 
for him, which is usually done by his property being realised by or 
under the supervision of the court, the proceeds being divided equit¬ 
ably among the persons to whom he is indebted, and allowing the 
debtor, possibly under certain restrictions, to make a fresh start, 
freed from the debts which formerly oppressed him. 

Who can be Made Bankrupt ?—Before any proceedings are 
taken the creditor must be satisfied that his debtor is a person who 
can be properly made a bankrupt. It goes almost without saying 
that an adult male trader can be made the subject of bankruptcy 
proceedings. A married woman who carries on a trade, whether 
apart from her husband or not, is also subject to the bankruptcy 
laws. It is doubtful whether proceedings in bankruptcy can be 
instituted against an infant. A joint-stock company cannot be 
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made bankrupt, but a winding-up order may be obtained against 
it. 

A person cannot have a receiving order in bankruptcy made 
against him unless he has been guilty of what is known as an act 
of bankruptcy. 

Acts of Bankruptcy. —There are several ways in which a 
debtor may commit an act of bankruptcy, the chief being— 

(1) Executing a deed of arrangement or composition for the 

benefit of his creditors. 

(2) Making a fraudulent conveyance of any of his property. 

(3) Failing to satisfy an execution when levied. 

(4) Filing a declaration of inability to pay debts. 

(5) Failing to comply with the requirements of a bankruptcy 
notice. 

(6) Giving notice that he has suspended, or is about to suspend, 
payment of his debts. 

It will nearly always happen, however, in the class of trade and 
mercantile debts with which these remarks deal, that the act of 
bankruptcy alleged against the debtor will be the non-compliance 
with the requirements of a bankruptcy notice. 

Bankruptcy Notice.— Any creditor whose debt amounts to not 
less than fifty pounds (or any two creditors whose joint debts 
reach this sum) may, having first obtained judgment, issue a bank¬ 
ruptcy notice. If the debtor resides or carries on business 
within the London bankruptcy district then the proceedings must 
be commenced in the High Court, the offices of which, appertaining 
to bankruptcy matters, are in Carey Street, Lincoln's Inn. If the 
debtor does not reside or carry on business in the above district, 
then the aid of the County Court having jurisdiction in the matter 
must be invoked. 

A bankruptcy notice is issued upon production of the judgment, 
or a certified copy thereof, and upon a form of request being filled 
in and presented to the court together with the forms of bankruptcy 
notice in triplicate. 

Proceedings in bankruptcy are usually entrusted from their 
inception to a solicitor whose skilled assistance is a necessity. 
It may, however, be of assistance to append a specimen form of 
bankruptcy notice usually served upon a dilatory judgment debtor. 
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In the High Court of Justice. 

IN BANKRUPTCY. No. 410 of 19.. 

Re Herbert Welsh Brownsmith 
Ex Parte James Dilnot 

To Herbert Welsh Brownsmith, of 674 Elizabeth St., Hampstead, 
in the County of London, Tailor . 

TAKE NOTICE that within seven days after service of this 
notice on you, excluding the day of such service, you must pay to 
James Dilnot, of 847 Oxford Street, in the County of London, Merchant, 
the sum of £156 : 6 : 8 claimed by him as being the amount due 
on a final judgment obtained by him against you in the Kings 
Bench Division of the High Court dated 13 th August, 19.. ; whereon 
execution has not been stayed, or you must secure or compound for 
the said sum to his satisfaction, or the satisfaction of the Court; 
or you must satisfy the Court that you have a counter-claim, set-off, 
or cross-demand against the said James Dilnot , which equals or 
exceeds the sum claimed by him, and which you could not set up 
in the action in which the judgment was obtained. 

Dated the 14 th day of January 19.. 

By the Court. 



This notice has a memorandum printed upon the back thereof 
as follows— 

YOU ARE SPECIALLY TO NOTE— 

That the consequences of not complying with the requisitions 
of this notice, are that you will have committed an act of bankruptcy 
on which bankruptcy proceedings may be taken against you. 

If, however, you have a counter-claim, set-off, or cross-demand 
which equals or exceeds the amount claimed by the said James 
Dilnot in respect of the judgment, and which you could not set up 
in the action in which the said judgment was obtained, you must 
within three days apply to the Court to set aside this notice, by 
filing with the Registrar an affidavit to the above effect. 

This notice is sued out by James Dilnot, of 847 Oxford Street , in the 
County of London , Merchant . 
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This notice is purposely couched in simple terms. Attention may, 
however, be called to the memorandum endorsed which informs the 
debtor that in the event of his non-compliance with the demands 
contained in the notice he will be guilty of an act of bankruptcy 
on which bankruptcy proceedings may be taken against him. 

Petition. —Proceedings in bankruptcy are then commenced by 
the presentation of a petition, praying that a receiving order may 
be made against the person who is the object of them. If the act 
of bankruptcy relied upon is other than non-compliance with the 
requirements of a bankruptcy notice, it follows that the petition 
must allege specifically what act or acts of bankruptcy the debtor 
is alleged to have committed, otherwise the process alleges the 
non-compliance with the notice, giving the time of service thereof, 
as a foundation for the proceedings. 

Upon the presentation of the petition, a duty invariably under¬ 
taken by a solicitor, an affidavit verifying the statements contained 
therein must be filed in court. 

The parties presenting the petition must pay a fee of five pounds, 
and also deposit a like sum with the Official Receiver. This latter 
deposit may in certain special circumstances be refunded to the 
creditor. 

Service of the petition is usually effected by delivering a sealed 
copy to the debtor with notice of the date and place of hearing 
affixed to or contained therein. (See form, p. 268.) 

Receiving Order. —Upon the hearing of the petition, and upon 
due proof of the averments set forth therein, the court will, if the cir¬ 
cumstances of the case warrant that course, make a receiving order, 
which is served upon the debtor and advertised in the London Gazette . 

The effect of this order is to make the Official Receiver, who is a 
public officer appointed by the Board of Trade, receiver of the 
property of the debtor, and deprives all creditors, except secured 
creditors, of all right to recover anything from the debtor except 
in the bankruptcy. 

Statement of Affairs. —After a receiving order has been made 
against a debtor, a full and detailed account of his assets and 
liabilities, known as the statement of affairs, must be prepared by 
the debtor, and submitted to the Official Receiver. In certain 
circumstances a debtor may obtain the assistance of a solicitor 
in the preparation of this document. The statement of affairs must 
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be in the prescribed form, and must, in particular, contain full 
details of all debts due to and owing from the bankrupt, with the 
names and addresses of the creditors, and such information as the 
Official Receiver may require. This statement of affairs is open to 
the inspection of any creditor. 

Proof of Debt. —Forms of proof of debt are sent to all persons 
or firms who have been returned as creditors, and upon such forms 
being duly filled in, sworn, and lodged with the official receiver, 
the allegations contained therein will be enquired into, and if the 
claim is in order, the amount will be placed forward to rank for 
dividend if the estate warrants one being declared. 

An example of a common form of proof of debt, duly completed, 
is given below. 

THE BANKRUPTCY ACT, 1914 
In the High Court of Justice. 

IN BANKRUPTCY. No. 410 of 19.. 

Re Herbert Welsh Brownsmith 

I, John Cash, of 847 Oxford Street, in the County of London, Clerk to 
James Dilnot, of the same Address, Merchant, make oath and say : 

That I am in the employ of the undermentioned Creditor , 
and that i am duly authorised by him to make this affidavit, 
and that it is within my own knowledge that the debt hereinafter 
deponed to was incurred, and for the consideration stated, and that 
such debt, to the best of my knowledge and belief, still remains 
unpaid and unsatisfied. 

That the said Herbert Welsh Brownsmith was , at the date of the 
Receiving Order, viz. :—the 14 th day of March , 19.., and still is 
justly and truly indebted to the above-named James Dilnot , of 
847 Oxford Street , in the County of London , Merchant , in the sum of 
One hundred and fifty-six Pounds ten Shillings and eight Pence for 
the price of goods sold and delivered, as shown by the account endorsed 
hereon, for which sum or any part thereof I say that I have not 
nor hath the above-named creditor, or any person by his order to 
my knowledge or belief for his use had or received any manner of 
satisfaction or security whatsoever. 

Sworn at 196 Cheapside, in the City of London, this ( - ^ Q as h 
\Sthday of May, 19.. Before me \J° n a 

John Jones, a Commissioner Jor Oaths. 
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PARTICULARS OF ACCOUNT REFERRED TO ON 
OTHER SIDE 


(Credit should be given for Contra Accounts) 


DATE. 


CONSIDERATION. 


REMARKS. 

1 The Vouchers 
AMOUNT. (if any) by which 
the Account can 
i be substantiated 
/ s . d. \ should be set out 
, here. 


19 .. 
July 26 

46 yards flannelette , 

at 6d. .. .. 1 

j 

3 

0 

Oct. 10 

10 Bales Silk @ £5 .. 50 

0 

0 

M 1) 

50 Parcels Serge @ £.2 100 

0 

0 

Nov. 14 

| 3 Bales Serges to order 1 

as per quotation .. 5 

7 

8 


£156 

10 

8 


~ ! 




The account is signed at the foot by the deponent. The above 
proof cannot be admitted for voting at the first meeting unless 
it is properly completed and lodged with the Official Receiver before 
the time named in the notice convening such meeting. 

Meeting of Creditors. —A creditor who has duly proved his 
debt is entitled to attend the meeting of creditors, notice of which 
will invariably be sent to him, and with certain exceptions, to vote 
thereat. 

At this meeting the principal business will be the consideration of 
the statement of affairs, a copy or summary whereof together with 
any observations which the Official Receiver may think fit to make, 
will usually have been enclosed with the notice to the creditor 
announcing the time and place of the meeting. 

A creditor unable or unwilling to attend the meeting personally 
may appoint a proxy to do so for him. 

Various courses are open to a creditor attending this meeting, 
such as agreeing to accept a composition, accepting or rejecting a 
scheme of arrangement which may be put forward by or on behalf 
of the debtor, or resolving that the debtor be adjudged bankrupt. 
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Public Examination.— The public examination, which is usually 
not only an examination, but a cross-examination of a very severe 
nature, is an ordeal which every debtor must undergo, unless he is 
fortunate enough to get the bankruptcy proceedings set aside or 
annulled before the date appointed for his examination. This 
examination is held in open court and the debtor is upon oath. He 
is usually taken through a most exhaustive history of his financial 
affairs by the Official Receiver and after this, any creditor who has 
proved his debt is accorded the privilege of questioning the debtor. 

The answers given to the various questions by the debtor are 
taken down in writing, and he is subsequently requested to sign them. 

Realisation of Debtor's Property and Distribution. —It 
would be impossible here to give any description of the various 
ways in which the Official Receiver or Trustee realises the property of 
the debtor to the utmost advantage to the end that the ultimate 
loss falling upon the creditors may be rendered as light as possible. 
The questions which arise and demand the most careful considera¬ 
tion are many and of the most varied nature, for example, whether 
certain rights alleged by the debtor to be maintainable against third 
parties, shall be enforced by process of law, or whether they shall be 
abandoned, whether certain property of the bankrupt burdened with 
many restrictive covenants and conditions, shall be disclaimed or 
the costly management and chance of realisation undertaken, and 
so forth. The available property of the debtor having been collected 
and realised, it is distributed, first, in payment in full of all expenses 
connected with the bankruptcy; secondly, in discharge of pre¬ 
ferential claims such as rent, rates, taxes, and the wages of clerks 
or workmen within certain limits ; and thirdly, in discharging the 
claims of the ordinary unsecured creditors by way of payment of 
a dividend. 

Secured Creditors. —The above remarks have, of course, been 
addressed to creditors who are entirely unsecured. A secured 
creditor, namely, one who holds a charge or lien upon property 
of the debtor in some form or other, stands in an entirely different 
position. If his security is sufficient to realise the amount due 
to him, well and good. He can calmly ignore the bankruptcy 
proceedings and all matters and things appertaining thereto, know¬ 
ing that, however small the dividend paid to his less fortunate 
brethren may be, he himself will get paid in full. Assuming, 

x 8—(1481) 
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however, that the security held is not sufficient to liquidate the debt 
due, he may realise his security and lodge a proof of debt for the 
balance ; or as an alternative the security may be surrendered and 
the whole debt proved for. The position of a secured creditor, 
in cases wherein it is possible that the security may be insufficient 
to realise the amount of the debt, is one of some delicacy. A 
secured creditor is invariably the object of some little hostility 
from the less fortunate creditors and his interests will be best 
served by placing his position, as early as possible during the pro¬ 
ceedings, before the solicitor who advised him when the security was 
taken up. 

Discharge of Bankrupt. —As is commonly known, the realisa¬ 
tion of the estate of a bankrupt person often takes some considerable 
time, and it would be a great hardship on the debtor if he were 
to be deprived of the right to trade for the whole of the time the 
winding up of his affairs was in progress. In these circumstances a 
bankrupt can, and often does, shortly after the closing of his public 
examination, apply to the court to grant his discharge. This appli¬ 
cation is usually heard in open court, and upon the hearing the 
Official Receiver will report to the court as to the general conduct 
of the bankrupt and the manner in which he has managed, or 
mismanaged, his affairs. An order of discharge may be refused 
entirely, or it may be, and frequently is, granted subject to certain 
conditions, or after a fixed period has elapsed, or the court may, 
and in cases wherein the failure of the debtor has been due to no 
fault of his own, will, grant an immediate discharge. Any creditor 
may support or oppose the debtor’s application, according to 
whether his feelings towards that gentleman are friendly or other¬ 
wise. The discharge will be suspended until a dividend of ten 
shillings in the pound has been paid to the creditors. It will also be 
suspended for as long as the Court thinks proper where proper books 
of account have not been kept, or where the debtor persisted in 
trading, knowing that he was insolvent, and in certain special 
circumstances which need not be gone into here. It should be 
noted that traders who do not keep proper accounts are, as a general 
rule, where their unsecured debts exceed £500, liable to punishment 
on bankruptcy. 

So long as the bankrupt remains undischarged he suffers from 
a considerable number of restrictions, particularly as regards his 
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holding any public office or position. The most important point, 
however, in this connection is that it is an offence punishable by 
imprisonment for an undischarged bankrupt to obtain credit to the 
extent of ten pounds without informing the person with whom he 
is trading of this circumstance in connection with his affairs. 

Small Bankruptcies. —In small bankruptcies, namely, in cases 
wherein the estate of the debtor is of less value than three hundred 
pounds, the court may order what is known as summary administra¬ 
tion. Under this special mode of procedure the steps taken in 
larger and more complicated matters are modified in many respects 
so that a considerable saving of both time and expense is effected. 
No bankruptcy proceedings are of course possible where the estate 
of the debtor is of less value than fifty pounds. In these cases 
what is known as an administration order may be obtained, whereby 
the debtor may be compelled to liquidate his liabilities or a portion 
of them, by such instalments as the court may think fit to order. 

Questions 

1 What is the difference between an insolvent person and a 
bankrupt ? 

2. State briefly the mode of procedure at a meeting of creditors 

of an insolvent debtor. 

3. Who may be made bankrupt ? 

4 . Name the chief acts of bankruptcy. 

5. Describe the method of commencing bankruptcy proceedings. 

6. What is the effect of a Receiving Order ? 

7. What do you understand by “ Proving a Debt ” ? 

8. At what stage does the public examination of the debtor 

take place, and what is the procedure at such meeting ? 

9. What is a “ Secured Creditor ” ? Define his position in 

bankruptcy proceedings. 

10. What are the steps to be taken by a bankrupt to secure his 
discharge ? 
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FORM OF CREDITOR'S PETITION 

No. 10. 

In the High Court of Justice. 

In Bankruptcy. No. 3195 of 19.. 


Re Edward Robert Smith 


Ex Parte (*) Henry Jones 

(*) I Henry Jones 

of 99 Pancras Lane in the County of London, Financier 


hereby petition the Couit that a receiving order be made in respect of the 
estate of (•) Edward Robert Smith of 679 Cheap side in the County of Loudon, 
Tool Manufacturer 


( 4 ) 


and say 

1. That the said Edward Robert Smith 

has for the greater part of six months next preceding the presentation of 
this petition (*) carried on business at 679 Cheapside 

in the County of London 
within the district of this Court (•) 

2. That the said Edward Robert Smith 

is justly and truly indebted to ( 7 ) me in the sum of £ ( 8 ) 206 0 8 

being the amount due from him to me on a final judgment for £ 150 0 0 

obtained by me against him in the King's Bench Division of the High Court of 
Justice, dated the 12 th day of October, 19.. , the amount of a dishonoured 

cheque dated the lsf June, 19 .., drawn upon the National Provincial Bank , 
Limited, Ludgate Hill Branch, m the County of London, by the said Edward 
Robert Smith and made payable to one Alfred Thompson which cheque was 
indorsed by the said Alfred Thompson to me for value and was duly presented 

(i) Here insert the Name o t the Creditor. 

(a) " I ” or “ We.” 

(3 Here insert name, present address or addresses, and description of debtor. (Set nott at foot.) 

(4) Also insertjaddress at which the debtor was residing or carrying on business when the petition* 
ing creditor's debt was incurred, commencing " lately residing ” or " carrying on business at." 

(5) " Resided at" or “ carried on business at.' 1 

16) Or, as the case may be following the terms of section 95. 

( 7 ) “Me" or "us in the aggregate.” 

(8) Set out amount of debt or debts, and the consideration. 

Hors.—If there be more than one petitioner, and they do not sign together, the signature of each 
must be separately attested, e.g., “ Signed by the petitioner, E.F., m my presence." If the petition 
be signed by a firm, the partner signing should add also his own signature, e.g., " A.S. and Co., by 
JS., a partner in the said firm." If the debtor resides at any place other than the place where he 
carries on business both addresses should be inserted. 
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for payment and dishonoured the said Edward Robert Smith having waived 
notice of dishonour by stopping the said cheque, and £56 0 8 costs taxed and 

allowed on the said Judgment , making together the said sum of ^206 0 8 

3. That 1 do not, nor does any person on my behalf 

hold any security on the said debtor’s estate, or on any part thereof, for the 
payment of the said sum (•) £206 0 8 except the said cheque 

4. That the said Edward Robert Smith 

within three months before the date of presentation of this petition has 
committed the following ( 10 ) Act of bankruptcy, namely ( n ) 

that the said Edward Robert Smith failed to comply before the 2 6th day of Novem¬ 
ber, 19. with the requirements of a Bankruptcy Notice duly served upon him 
on the 1 Sth day of November , 19.. 


Dated this 21th day of November 19.. 

(Signed) 

Henry Jones 

Signed by the Petitioner in my presence, 
p*) George Sharpless 

39 Bucklersbury, 

E.C. 4. 

Solicitor. 


This is the petition referred to in the affidavit ] 


of Henry Jones 

Sworn before me this 21th 
of November 

Joseph Wright 



Filed the 29 th day of November 19.. 

and allotted to Mr. Registrar Green 


(9) Or “ that I hold security for the payment of (or part of) the said sum (but that I will give 

up such security for the benefit of the creditors of in the event of his being 

adjudged Bankrupt ”) or (“ and I estimate the value of such security at the sum of £ ”) 

or 

'* That I one of your petitioners hold security for the payment of, etc. 

*' That I another of your petitioners hold security for the payment of, etc." 

(10) '* Act " or ' acts.** 

(xi) Here set out separately the nature and daU dr date* of the act or ads of bankruptcy retted on. 
(ta) Signature, address, and description of witness. (See Rule X46.) 
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INDORSEMENT. 

This petition having been presented to the Court on the 29 th day 

of November 19.., it is ordered that this petition shall be heard 
at the Court sitting in Bankruptcy, Carey Street, Lincoln’s Inn, on the 18/A 
day of December 19.., at 12.30 o’clock in the 

after noon. 

And you, the said Edward Robert Smith 


are to take notice that if you intend to dispute the truth of any of the state¬ 
ments contained in the petition you must file with the Registrar of this Court 
a notice showing the grounds upon which you intend to dispute the same, and 
send by post a copy of the notice to the petitioner three days before the date 
fixed for the hearing. 

E. L. GREEN , 


Seal 

of 

Court 


Registrar. 



CHAPTER XVII 


COUNTY COURT PROCEDURE 

It is intended in this chapter to present to the student an outline 
of the procedure to be taken in the county court for the recovery 
of ordinary mercantile debts. The powers of the county court 
are many and varied, and embrace a large number of other subjects, 
which are, however, entirely outside the scope of the present work. 

Before giving an outline of the mode of procedure by which 
dilatory and evasive debtors can be brought to a sense of their 
responsibilities, it will be well to introduce the reader, shortly, to 
the court and its officials. 

The County Court. —The county court has jurisdiction in 
matters of contract up to one hundred pounds, and an action to 
recover a debt of this or any lesser sum may be brought therein. 
It will be found, however, that most of the actions for simple con¬ 
tract debts commenced are for sums less than twenty pounds, be¬ 
cause, if there is in existence a debt of over this sum, to which it 
is assumed no defence whatever can be raised, the high court affords 
more speedy facilities to a creditor for obtaining satisfaction. 
These proceedings, however, require the intervention of a solicitor, 
in all cases. It is, of course, true that many cases of ordinary 
contract debt issued in the county court also require skilled assist¬ 
ance. The scale of costs, however, allowed to solicitors for this 
class of work does not err on the side of liberality, and as it is not 
advisable, unless a large number of accounts is to be collected 
through the medium of one court at the same time, to incur legal 
expenses, it will immediately be apparent that an official in the 
office of a mercantile firm who can, by his own efforts, bring dilatory 
debtors to book, is a great asset to his employers. 

Judge. —The county court is presided over by a judge, who must 
be a barrister of seven years' standing, and upon him the whole of 
the administration of justice devolves, with the exception of un¬ 
defended cases, and other small matters, which, under certain cir¬ 
cumstances, may be disposed of by the legal gentleman second in 
command, namely, the registrar. 

271 
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Registrar. —The registrar, who is a solicitor of at least seven 
years' standing, besides hearing the undefended cases, and cer¬ 
tain small defended actions, supervises the whole of the clerical 
work of the court. The issuing and entry of summonses and orders, 
the receipt, payment, and investment of moneys, to say nothing 
of the vast amount of book-keeping entailed, are all under his 
control. 

High Bailiff. —In addition, too, the registrar frequently com¬ 
bines his office with that of high bailiff, upon whom devolves the 
duty of serving all summonses and processes, the levying of execu¬ 
tions, and the arrest of any obstinate debtor, also the preparation 
of returns as to the service of the numerous summonses entrusted 
to him. 

Court Days.— The county court itself is open only on such days 
as the judge may be sitting, and these are always to be ascertained 
upon enquiry, or may be found upon a card hung up in the registrar’s 
office. 

This office must be kept open to the public for the transaction 
of all business connected with the court from ten till four, except 
on one day in the week, usually Saturdays, when it is closed at one 
o’clock. 

Commencement of Action. —It will now be assumed that certain 
goods have been delivered to a debtor, in pursuance of an order or 
orders received from him, but that that gentleman has failed to 
carry out the resulting obligation imposed upon him, namely, to 
pay for the said goods, and that it has become necessary to 
endeavour to enforce payment through the medium of the county 
court. 

In which Court to Take Proceedings. —The creditor having 
satisfied himself that the debtor is not one of those persons who 
through adversity cannot pay, but is one of that numerous class who 
will not pay until compelled to do so, and having made the usual 
preliminary application for payment without result, will proceed 
to the proper county court for the purpose of issuing a summons. 

The first question to be decided then, is, which is the proper court 
in which to take proceedings ? No question can arise if both the 
proposed parties reside in the same district, as the court of that 
district has complete jurisdiction to try the matter in dispute. 
The country is mapped out into districts, each having a county 
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court, and every place in England and Wales falls into some county 
court district. As it is important for the trader to know the 
district in which he carries on business or in which his debtor resides 
or has his place of business, it is well to look this up at a county 
court office or to purchase from H.M. Stationery Office (Kingsway, 
London, W.C.2) the Annual Alphabetical List, which shows the 
appropriate county court for every parish in the kingdom. 

Where debtor and creditor are resident in different districts 
certain difficulties present themselves. The action may either be 
commenced, without leave, in the court within the district of which 
the debtor dwells or carries on business, or be commenced, 
with leave, in the court in the district of which the defendant 
dwelt or carried on business within six months before the commence¬ 
ment of the action, or, with the like leave, in the court serving 
the district wherein the cause of action, or a material part of 
it, arose. 

Dwelling. —Technical meanings are attached to the terms 
" dwelling ” and “ carrying on business/’ a full explanation of which 
is entirely beyond the scope of the present work. Shortly, however, 
it may be said that as regards an individual debtor, “ dwelling ” 
means a permanent, not temporary, residence, and as regards a 
trading combination it means its principal place of business. By 
a legal fiction, a railway company, against whom proceedings are 
sometimes issued, is supposed to dwell and carry on business at its 
head office only. 

Material Part of Cause of Action. —The most important 
point for consideration is that the proceedings may be issued, by 
leave, in the court wherein the cause of action wholly or in part 
arose. There are many ways by which an astute trader may so 
order matters when supplying goods to far-distant customers, 
so that, in the event of an action having to be brought for the price, 
such action may be commenced in the seller’s own court and the 
trouble and expense of a journey to the debtor’s district avoided. 
To give a few instances, leave to sue in the court of the person supply¬ 
ing the goods will usually be granted as a matter of course, (a) if the 
order was received at that person’s place of business, (ft) if the place 
of payment is the creditor’s place of business. The latter is often 
arranged for by affixing a notice to or upon all invoices, stating that 
all goods are to be paid for at the seller’s place of business. 
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Having determined from a perusal of the above and a careful 
consideration of the facts applicable to the particular case, which 
is the proper court, the person undertaking the issue of the process 
will proceed to the office of the court and presenting himself at the 
" Plaint Office," will inform the official in charge that he wishes to 
issue a summons and will ask for a “ praecipe ” for that purpose. 

Kinds of Summonses. —It may here be mentioned that there 
are two kinds of summonses, by which proceedings may be com¬ 
menced, namely, “ ordinary ” and “ default." The distinction 
between the two may shortly be summarised as follows. In the 
case of an ordinary summons the date of the trial is fixed at the 
moment of issue. This form of summons, moreover, does not 
require personal service. With a default summons, however, it is 
otherwise. Personal service is usually absolutely necessary, and 
the date of the trial is not fixed as in the case of an ordinary summons. 
A default summons has, however, one advantage peculiar to itself, 
namely, the right of the plaintiff (the person issuing the summons) 
on the failure (or " default ”) of the defendant (who is the debtor) 
giving notice to the court within eight days from service of the 
summons upon him, of his intention to defend the action, to sign 
final judgment for the amount of the claim and costs without any 
further proof of the debt than the affidavit (of which more hereafter) 
which has to be filed in court when the summons is issued. 

The disadvantages of a default summons, however, are these, 
that at the foot of every summons is printed a form of notice of 
intention to defend the action, and by simply signing his name to 
this, tearing it off and posting it to the court, a defendant, whether 
he has any real defence to the action or not, may often obtain several 
weeks' breathing time, as in the case of a default summons it is 
not until the receipt of this notice by the court that any date of 
trial is fixed. 

For the above reasons an ordinary summons is strongly recom¬ 
mended in the case of simple trade debts, and, if an ordinary 
summons is about to be issued, the blank form of praecipe handed 
out by the court clerk will read as on page 276. 

No difficulty whatever ought to be experienced in filling in the 
form. In order, however, to obviate all chance of error, an example 
of the form as it should appear when duly filled in is given on 
page 277. 
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It may here be mentioned that every care should be taken to give 
the debtor’s full Christian names and also his correct address, so that 
there may be no difficulty or delay in effecting service, a duty 
usually undertaken by the bailiff of the court. 

Limited Company as Debtor. —In cases where the debtors are 
a limited company the address given must be that appearing on the 
file of the Registrar of Companies at Somerset House, as their regis¬ 
tered office, otherwise the summons may not be served. In any case 
of doubt it is well to search the file beforehand, the fee for which is 
one shilling. 

The praecipe having been filled up, the form is handed to the clerk 
of the court, accompanied, if the claim is over £2, by two copies of 
the " particulars of claim.” 

Particulars of Claim. —The object of these particulars is, of 
course, to give a debtor an opportunity of seeing exactly what he is 
alleged to owe, and as he is permitted, under certain circumstances, 
to compel the delivery of further and more elaborate items of 
account, it will be appreciated how important it is that the particu¬ 
lars filed at court on the issue of the summons should be full and 
explicit. Two forms of invoice will do perfectly well, care being 
taken that the account does not start with a balance brought 
down, the following being added at the foot— 

The above are the particulars of the plaintiff's claim. 

Dated the 17th day of January, 19.. 

Richard Butcher , 

Plaintiff in person . 

Affidavit of Debt. —If both parties reside in the same district, 
or within the metropolitan area, no other papers are required. 
If, however, they reside in different districts the action cannot issue 
without leave, which must be obtained by swearing a form of 
affidavit, which, when filled in, will read somewhat as shewn on 
page 278. 

Defendants Engaged in Manual Labour. —A different form 
is required in cases wherein the proposed defendant is a domestic, 
or menial servant, a labourer, a servant in husbandry, a journey¬ 
man, an artificer, a handicraftsman, a miner, or a person engaged 
in manual labour, which can be readily compiled using the last form 
as a guide. Shortly, however, it may be stated that in these cases 
leave to sue in the plaintiffs court will usually be refused unless the 



PRAECIPE FOR ORDINARY SUMMONS 

In the County Court of Wiltshire holden at Bilton 



Amount Claimed 
Fee for Issuing Plaint 



WHAT THE CLAIM IS FOR 
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AFFIDAVIT FOR LEAVE TO ISSUE ORDINARY SUMMONS 
AGAINST DEFENDANT OUT OF DISTRICT 

In the County C ourt of Wiltshire holden at Billon 


No. of Plaint A' 14070. . 


1, . Richard Butcher, 

of 4 Bullock Street, Bilion, 

in the County of Wiltshire. Wholesale Decile) 

make Oath and say as follows - 

1 That . . Arthur Owen, . 

of. 4 Derby Street, Cotsford .... . . .in the County 

of. Somerset, Clerk . .. is justly and truly 

indebted to me in the sum of £2 Os. 8d , for the price of goods sold and 
delivered. 

2. I apply for leave to enter a plaint and issue an ordinary summons in 
this Court against the above-named proposed defendant on the grounds 
stated in this affidavit 

3 The grounds on which the application is based are that the cause of 
action in respect of which the proposed defendant is proposed to be sued 
arose wholly or in part at 

. 4 Bullock Street, Bilton . 

in the County of Wiltshire, within the district of this Court. 

That the facts relied on as constituting the alleged cause of action, or a 
part thereof, are— 

That the order for the goods for the price of which an action is proposed 

to be brought was given at. 4 Bullock Street .aforesaid 

within the district of this Court. 

4. The proposed defendant is not a domestic or menial servant, a labourer, 
a servant in husbandry, a journeyman, an artificer, a handicraftsman, a miner, 
or a person engaged in manual labour. 
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debtor or his agent personally contracted the debt there, or the 
debtor has had notice that the proceedings will be taken against him 
in the plaintiff's court. 

Court Fees. —The affidavit being duly filled in and sworn, which 
latter is done without fee at the court, and a copy made for the 
debtor, is handed in together with the papers before mentioned, 
and if these are in order the only remaining step is the payment 
of the fees, about Is. 6d. in the pound on the amount of the 
debt, and, if there be more than one defendant to be served, a fee 
of one shilling for service of the summons for each additional 
defendant. Service is effected by the bailiff. 

Plaint Note. Ordinary Summons. —The Court fees having 
been paid, a plaint note will be handed to the party issuing the 
summons. This document gives the date of hearing, operates as 
a certificate that the action has been duly entered and also as a 
receipt for the fees paid. The form of plaint note issued upon an 
ordinary summons is usually as that shewn on page 280. 

Legal forms are not as a rule remarkable for their simplicity, but 
at the foot or upon the back of every plaint note is printed certain 
important instructions to be observed by parties issuing summonses. 
They are couched in such simple terms that comment or explanation 
is unnecessary— 

Bring this note when you come to the court or to the office 
for any purpose connected with this action. On the day of trial 
bring all books, etc., necessary to prove your case. 

Money will be paid out of court only on production of this 
note, and upon your or your agent's personal attendance if 
you reside within the district. 

If the defendant will sign a statement at the office of the 
registrar confessing that he owes you the money, or if you and 
he will sign an agreement at the registrar's office as to the amount 
due, and will consent to a judgment, you will only have to pay 
half the hearing fee. 

If the debt or claim exceed five pounds you may have the action 
tried by a jury, on giving notice in writing at the registrar's 
office ten clear days before the day of trial, and on payment 
of eight shillings for the fees of such jury. 

Summonses for witnesses and for the production of documents by 
them may be obtained at the office, upon payment of the proper fee. 
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Lost Plaint Note. —This plaint note is required to be produced 
on each visit to the court. As, however, it occasionally happens 
that a plaint note is lost, it may be mentioned that a duplicate 
can be obtained upon a satisfactory explanation by affidavit being 
furnished as to the circumstances under which the original note 
became lost, and payment of a fee of one shilling. It must not be 
forgotten that a dishonest person finding a plaint note may possibly 
obtain payment of any sum of money standing in court to the 
credit of the action. 

Default Summons. —Attention will now be given to the default 
summons. If, after a comparison of the respective merits of the 
two classes of summonses, and being assured that prompt personal 


In the County Court of Wiltshire, holden at Bilton 
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Between 

Richard Butcher, 
Plaintiff, 

and 

Arthur Owen, 

Defendant . 


Summons 


(seal) 

No. of Plaint. 
X 14070 


Fees paid. 


d. 

6 


The above action was entered this day, and will be tried at the 
Court House, Bilton, on Monday the 9th day of May, 19.., at 
11 o'clock in the forenoon. 

Dated this 4th day of April , 19.. 

Richard Cope, Registrar. 

The hearing fee must be paid before the action is called on. 

N.B.—If you obtain a judgment against the defendant, all 
moneys ordered to be paid thereunder must be paid into court; 
and must not be received by you. 
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service can be effected and, further, that the party served is 
unlikely to attempt to resist the claim or to give notice of his 
intention to defend (which, it cannot be too often repeated, he 
may do whether he has any real answer to the claim or not), the 
plaintiff decides to issue a default summons, the procedure will be 
found to be somewhat different. 

Precipe. —The praecipe will present no difficulty, the only differ¬ 
ence being that this document, like all documents appertaining to 
default summonses, is printed on salmon-tinted paper, whereas 
documents applicable to ordinary summonses are upon white paper. 
It will have been observed that upon the issue of an ordinary 
summons duplicate particulars of claim are not necessary unless the 
debt exceeds two pounds. In the case of a default summons these 
particulars are invariably required, however small the amount sued 
for may be. 

Affidavit of Debt. —Again, upon the issue of an ordinary 
summons, an affidavit of debt is required only in cases where the 
party sued is not within the district of the court. In the case of a 
default summons, however, an affidavit has to be filed in every 
case before process can be issued. A “ default ” summons (so 
called because the “ default ” or failure of the party sued to intimate 
that he intends to defend the action gives the plaintiff the right to 
sign final judgment against him at the expiration of eight days 
from service of the summons) is issued without leave, provided 
the debtor resides or carries on business within the court district, 
(1) where the claim is over five pounds, and (2) if it is under this sum 
in cases where the sum sued for is in respect of the price or hire 
of goods sold or let on hire to the debtor to be used by him in the 
way of his trade or calling. 

Where the claim is under five pounds, and the action is not in 
respect of goods sold to the debtor for use as above mentioned, the 
summons cannot issue without leave, which will be refused if the 
debtor is a domestic or menial servant, a labourer, a servant in 
husbandry, a journeyman, an artificer, a handicraftsman, a miner, 
or a person engaged in manual labour. 

Where the debtor does not dwell or carry on business in the court 
district, leave must always be obtained. No leave will ever be given 
in cases wherein the occupation of the defendant is not clearly 
and correctly stated in the affidavit of debt. 

19—(1481) 
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From a careful perusal of the foregoing, it will be seen that the 
forms of affidavit in use upon default process vary considerably. 

Forms. —In the larger courts, separate forms are kept for each 
set of circumstances applicable, but in the small courts one form 
usually has to do duty for the whole, and needs altering accordingly. 
The clerks of the court are, however, always willing to render every 
assistance if properly approached, and usually will, on request, 
strike out any clauses in the form that may not be required. The 
position then is perfectly clear. If the required paragraphs of the 
affidavit cannot be deposed to, the defendant must, if out of the 
district, be sued in his own court, which may be done through the 
post, whether an ordinary or default summons is desired, by sending 
the proper papers, a postal order for the fees, and a stamped envelope 
to the registrar of the debtor's court. 

The various forms of affidavit may readily be completed from a 
comparison with the example already given. 

Court Fees.— Having prepared the praecipe, particulars of claim, 
and deposed to the affidavit of debt (a copy whereof must be made 
for the debtor out of the district), the plaintiff must pay the court 
fees. The fees payable on entering a plaint include the examination, 
allowance, and filing of any affidavit, and the issue of the summons, 
whether ordinary, default, or special default. 

Service by Plaintiff.— Another distinction between an ordinary 
summons and a default summons is that, whilst an ordinary sum¬ 
mons does not require personal service, and is almost invariably 
served by the bailiff, a default summons, personal service of which 
is only in very rare cases dispensed with, may be, and usually is, 
served by the party issuing the process who can usually effect 
service much more quickly than a bailiff who may have a large 
batch of summonses to serve, each of which must take its turn. A 
plaintiff desiring to do this has to fill up the forms of summons in 
duplicate himself. Printed forms are supplied and all that is 
needful to be done to complete them is to fill in the names of the 
parties in the spaces provided at the head of the form, add the sum 
sued for and the fees paid in the money column, and conclude by 
dating the documents at the foot. The court clerk will then affix 
one copy of the particulars of claim to each summons, seal all the 
documents with the court seal and hand the summons in duplicate 
out for service, care being taken in cases out of the district to serve 
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the part having the copy affidavit, as well as the particulars of claim, 
attached. 

Plaint Note. Default Summons.—A plaint note is handed over, 
as in the case of an ordinary summons, and acts as a certificate and 
receipt in the same way as previously described. Instead, however, 
of setting forth the date of hearing it intimates that unless the 
debtor within eight days from service of the summons gives notice 
of his intention to defend the action, final judgment can be signed 
against him, and that if he does give notice of his intention to defend, 
the plaintiff will be informed by post of the day and hour of the trial. 
The usual form of plaint note on a default summons is as under— 
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County Court of Wilts, holden at Bilton 

No. of Plaint. 



X 14120 

Between 


Richard Butcher, 


Plaintiff, 


and 

John Hampden, 


Defendant. 

Fees paid. 

! £ s-\d. 

Issuing Summons 

11 , 0 
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The above action was entered this day, under Sect. 86 of the 
County Courts Act, 1888, and you will be entitled to judgment 
at the expiration of eight days from the date of the personal service 
of the summons, inclusive of the day of such service, unless the de¬ 
fendant gives notice of his intention to defend the action. Should 
such notice be given you will be informed by post thereof, and of the 
day and hour when the action will be tried. 

Dated this 4th day of March, 19.. 

Richard Cope, Registrar. 

N.B.—If notice of defence be not given, judgment must be entered 
within two months from the day of service of the summons, after 
which period the action will be struck out. 
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Certificate of Service. —Having, it is presumed, effected ser¬ 
vice without much difficulty, the person performing this act will 
fill in on the back of the remaining part of the summons the printed 
certificate of service which after proper completion should read as 
under— 

The summons, of which this is a true copy, was served by me 
personally on the Defendant, John Hampden , at Colne Cottage, 
Harford, on the 1th day of March , 19.. 

Arthur Jones, 

Clerk to the plaintiff. 

This being completed, he will proceed to the court and having 
obtained a form of affidavit of service of default summons, will 
proceed to prepare same, filling in the blanks to correspond with the 
certificate of service above referred to. 

Affidavit of Service. —The affidavit, with the blanks filled in, 
will then appear something as follows— 

I, Arthur Jones of 4 Bullock Street Bilton, Clerk to Richard 
Butcher of the same address Dealer the above-named plaintiff 
make oath and say as follows : That I am a clerk in the permanent 
and exclusive employ of the above-named plaintiff and am over 
sixteen years of age. 

That I did on the 1th day of March 19.. duly serve John 
Hampden the above-named Defendant with a summons a true 
copy whereof is hereunto annexed marked A (with copy affidavit 
annexed, if so) by delivering the same personally to the said 
Defendant at Colne Cottage Harford . 

The affidavit, being duly sworn, is left, together with the original 
summons, at the court, and the course of events must now be 
awaited with patience. It may conveniently be mentioned here 
that this treatise deals only with the ordinary mode of procedure 
in simple trade debts. In actions upon bills of exchange, cheques, 
etc., certain special rules may apply, too technical to be discussed 
here. 

Courses Open to Debtor. —Several lines of action are open to a 
defendant who has been served with a summons. He may, of 
course, pay the debt and the costs in full, and then the matter ends 
He may also allow judgment to go against him by default. He 
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may pay part of the claim into court and at the same time deny all 
liability. If, then, the plaintiff at the trial of the action recovers 
a sum greater than that which has been paid into court, he succeeds 
on his claim and is entitled to the costs of the action. If, on the 
contrary, he recovers a sum which is either equal to or less than the 
sum paid into court, the defendant is entitled to costs, and he is 
awarded the same out of the amount paid into court, the difference, 
if any, afterwards being paid out to the plaintiff. Lastly, a defend¬ 
ant may raise what is called a special defence, that is, he may 
plead that he is not liable owing to the debt claimed being more 
than six years old, that he was an infant when it was contracted, 
that it is irrecoverable owing to the provisions of some statute 
not having been complied with, or something similar. 

It has been assumed that if the plaintiff elects to issue a default 
summons he will serve it himself. If, however, he is content 
to allow the bailiff to serve it notice of service will be sent as 
follows— 

Notice of Service. — You are hereby informed that the de¬ 
fendant was on the 1th day of March, 19.., served with the 
summons issued in this action. 

James Jones, High Bailiff. 

To the plaintiff. 

If the bailiff is unable to trace the defendant, a notice 
to that effect will be sent to the plaintiff. The form is as 
follows— 

Notice of Non-Service. —Take notice, that the summons 
in this action has not been served, for the following reason : 
Defendant moved . 

James Jones, High Bailiff. 

To The Plaintiff. 

In the first case the plaintiff will, of course, attend the court 
and sign judgment eight days from the date of service No 
affidavit of service is required where service is made by the court. 
In the second case endeavours to trace the debtor will be 
made. 

Assuming that the defendant does nothing for eight days the 
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plaintiff will proceed to the court and obtain and fill up a judgment 
form as under— 

TN THE COUNTY COURT OF WILTSHIRE HOI-DEN AT 
BILTON 


Between Richard Bute hey . Plaintiff , 

and John Hampden Defendant. 


I hereby request you to enter Judgment by default against the Defendant, 
payable forthwith. 


£ s. d. 


Amount of Claim as stated on Summons . . 7 15 4 

Amount (if any) since received by Plaintiff . . . - - - 


Balance of Claim for which Judgment to be entered 7 15 4 

Court Fees entered on Summons ..... 

Court Fees on entering Judgment .... 

Solicitor's Costs entered on Summons .... 

Solicitor’s Costs (if any) on entering J udgment 

Total . . . . . . £ 


Signature Richard Butcher 

Plaintiff 

And upon filing this form and paying a fee of Is. in the £ on the 
amount of debt and costs judgment will be entered up against the 
defendant and the plaintiff will be at liberty to adopt any means 
available under the rules of the court, to enforce his judgment. 
Certain courts, however, enter up judgment upon oral request 
only. 

If, however, the defendant gives notice of his intention to defend, 
the plaintiff is powerless until the return day, which is usually as 
far off as if an ordinary summons had been issued in the first 
instance. The notice to the plaintiff runs as under— 

Take notice, that the defendant has given notice of his intention 
to defend this action, and that the same will be tried at a court to 
be holden at Bilton on Monday , the 3rd day of April, 19.., at 
11 o'clock in the forenoon . 

Richard Cope, Registrar. 

To the plaintiff. 

Preparation for Trial. —An ordinary summons having been 
issued and no notice of non-service or of doubtful service (in which 
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case it must be proved that the document has come to the debtor’s 
knowledge) having been received, or a defendant to a default sum¬ 
mons having given notice of his intention to defend, the duty now 
arises of preparing the case for trial; in other words, all the available 
evidence has to be collected and made ready for presentation to the 
court on the day fixed for hearing. Of course, if a default summons 
has been issued, no further proof of debt will be required, in the 
absence of the defendant, than the affidavit already filed. It is, 
however, otherwise in the case of an ordinary summons. The 
existence of the debt will have to be proved whether the defendant 
appears or not. 

Evidence Required. —If the action is for the price of goods 
sold and delivered the order must be proved, also the fact that the 
goods got into the debtor’s possession. If the order was taken 
verbally the official taking it must be called; if it was received 
by post the document must be produced. If delivery were effected 
by messenger or carman, that individual must be in attendance ; if 
the goods were put on rail for delivery the handing over of them to 
the railway company must at least be shown. Apart from this 
it is hardly necessary to add that any correspondence between the 
parties, and particularly any letter from the defendant admitting 
the debt, must be available, together, if possible, with proof of his 
handwriting. 

Proof Lies on Plaintiff. —It cannot be too strongly emphasised 
that it is for the party bringing an action to prove his case, and he 
must not rely on the chance of the other party being absent to 
establish this. When both parties appear and the debtor denies 
the charges against him the matter resolves itself into a case of 
oath against oath, and unless the plaintiff has ample corroboration 
of his story, whether in the shape of employees’ evidence, or letters 
from his opponent, to substantiate his allegations, he is not entitled 
to succeed. As a general rule, in simple actions for the price of 
goods delivered, very little preparation for trial outside the plaintiff's 
own office will be necessary. 

There are, however, two difficulties in which a party to pending 
proceedings may find himself. Firstly, a material and necessary 
witness, say for example, a vanboy who delivered part of the goods 
sued for, may have changed his employ, or have been dismissed, and 
especially in the latter case, may be very unwilling to attend court 
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to give evidence. Secondly, the production of some document in 
possession of the other side may be desired at the trial and willing 
production may be entirely out of the question. 

Summoning a Witness. —In the first case, the difficulty may be 
overcome by serving upon the unwilling witness a summons or 
subpoena for his attendance, which may be issued without any 
difficulty at the court on payment of one shilling. The actual form 
of subpoena depends on whether it is desired that the witness should 
give oral evidence only, or whether he is required, in addition, to 
produce documents. The subpoena is usually served by the party 
concerned, although some courts insist upon this duty being per¬ 
formed by the bailiff, of course for extra remuneration. Upon 
service of this subpoena sufficient “ conduct money " must be ten¬ 
dered. Even if the witness reside next door to the court this must 
not be omitted. The sufficiency or otherwise of the sum tendered 
is a question for the court if any dispute arise. In cases where the 
witness loses no time from work or where he is friendly but desires 
a subpoena as a matter of form, one shilling is usually tendered. 

Notice to Produce Documents. —In the second case, namely, 
when it is desired to secure the production at the hearing of a 
document, production of which it is known will if possible be evaded 
by the debtor in whose possession it is, the procedure known as 
" Notice to Produce ” assists a creditor. This notice must be 
compiled and served at the defendant's address before 6 p.m. 
(Saturdays, 2 p.m.). It may be in the form of a letter and usually 
runs as under— 

Dear Sir, 

Re my action against you. 

Take notice, that you are hereby required to produce and show 
to the court on the trial of this action, all books, papers, letters, 
copies of letters, and other writings and documents in your 
custody, possession, or power, containing any entry, memo¬ 
randum, or minute relating to the matters in question in this 
action, and particularly letter from myself to you dated 14th 
March, 19.. 

Invoice sent by me to you of same date (as the case may be). 

Dated this 1st day of May, 19,. 

To Arthur Owen. Richard Butcher. 
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Disclosure of Documents, etc., Before Trial. —In addition 
to the two modes of procedure above mentioned, there are various 
other methods devised for the assistance of parties ; for example, 
" Discovery/' whereby a party to action is compelled to disclose 
on oath what documents relating to the matters in dispute are in his 
possession. There may also be mentioned 11 Interrogatories ”— 
a series of questions put by one party, by leave of the court, to the 
other, with the object of forcing from the party interrogated admis¬ 
sions upon oath for the assistance at the trial of the party interro¬ 
gating. It would, however, be next to impossible to carry safely 
through to trial an action involving either one or both of these 
methods of procedure without skilled assistance, and a party having 
acted in person up to a certain stage finding himself faced with 
difficulties of this kind cannot hope to proceed further by himself 
with any chance of success. If the matter in dispute is to be 
persisted in, legal assistance becomes an immediate necessity. 

The Trial. —It will now be taken for granted that all the pre¬ 
liminary stages of the case are over and the day of trial has arrived. 
Having borne in mind the instructions on the plaint note and having 
all the necessary witnesses in attendance at the court, the party in 
charge will seek out the desk marked “ hearing fees ” and pay a fee 
which is an amount equal to the fee which would be payable on 
entering a plaint for the remedy or relief claimed by the plaintiff 
at the trial or hearing. 

The fees paid, a seat is found in the Registrar's Court, where all 
cases are first called on. A party in waiting will naturally keep his 
eyes and ears open, and by watching the progress of the business, 
get a good idea of what will be required of him when the case in 
which he is concerned is called on. 

In the Witness-Box. —The case being called on, the party in 
charge will enter the box marked " Plaintiff ” and will be sworn. 
The registrar will examine the court papers placed ready to his 
hand by his clerk, and after asking the witness his full name 
and whether he is the party suing or a clerk in that person's employ, 
will enquire if the debtor owes the sum sued for, the answer to this 
question being of course in the affirmative. Where the debtor does 
not appear this ends the matter, except for the question of at what 
rate payment should be made. The temptation to ask for an order 
that the debt and costs may be discharged at once, is great, but 
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it must be resisted. If the debtor is really in a position to liquidate 
the full amount at once, well and good, but if not, the most prudent 
course is to obtain an order for periodical instalments, on the failure 
of any one of which a judgment summons (explained in detail 
hereafter) may be issued, and eventually payment of all, or nearly 
all, the debt obtained. 

If a debtor appears and pleads inability to pay he may be 
questioned as to his means before an order is made against 
him. 

Judgment. —Having heard the evidence in proof of debt, if any, 
and the statements as to means, the registrar intimates his decision 
to the parties. 

Trial before Judge. —Where however an action is defended, 
the registrar has usually no power to decide the matter, but it is 
referred to the judge. Seeing both parties before him the registrar 
often turns at once to the debtor, asking if he owes the sum sued for, 
the answer being in the negative. The parties then stand down 
until the judge arrives, or if he sits in another court, attend there 
when the case will be again called, the evidence on both sides 
will be carefully heard, and the matter decided. 

Cross-examination. —It should be remembered that each party 
has every opportunity of questioning the other, and every effort 
should be made to treat a debtor fairly whilst he is in the witness- 
box. Such a course of action is never lost on the judge, who will 
always see that a debtor who has put in an appearance for the mere 
sake of harassing his creditor, rather than raising any bona fide 
defence, is kept within bounds. 

Witnesses' Expenses. —The case over, the successful party 
will ask that the expenses of his witnesses may be allowed, a request 
usually granted as a matter of course. If, however, a witness has 
come some distance, so that he cannot return the same day, this 
fact should be mentioned so that adequate allowance may be 
secured. These expenses, plus payment for loss of time, will be 
added to the debt. The court fees need cause no concern. These 
are added as a matter of course. 

Payment into Court.— The action having resulted successfully, 
it now remains to be seen whether the debtor will comply with the 
order for payment made against him. If he does and pays money 
into court (the money should not be paid to the creditor direct) 
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notice will be sent to the party obtaining the judgment, who will 
sign the form of authority below— 

In the County Court of Wiltshire holden at Bilton 

Plaint No. X 14070. 

Butcher v. Owen 

Please pay to the bearer hereof all moneys in court in this 
action. 

Dated this 4th day of June, 19.. 

(Plaintiffs Signature .) 

Payment Out of Court. —Attendance will then be made at the 
court on a " paying-out ” day (a list of which is usually found 
printed on all plaint notes) for the purpose of obtaining payment. 
A receipt must be given (stamped if the sum received is over two 
pounds) by signing the court books. If the sum paid out is the 
total sum due, or a final instalment, the plaint note is retained, 
otherwise it is returned to the plaintiff for future use. Payment 
through the post may be obtained in certain cases. 

Methods of Enforcing a Judgment. —If the order of the court 
is disregarded by the debtor there are various ways in which the 
court will assist a person who has succeeded in an action, to obtain 
the fruits of his victory. Three methods especially command notice, 
namely. (1) execution, (2) judgment summons, (3) garnishee 
proceedings. 

1. Execution. —By execution is meant the seizure of the goods 
of the debtor, which goods are, if necessary, sold by the court and 
the amount of the judgment and costs realised paid over to the 
plaintiff, after allowing for the costs of possession and sale. Before 
deciding, however, to issue an execution, there are several questions 
to be considered. In the first place, the creditor should be satisfied 
that the goods (usually furniture) proposed to be seized are of 
sufficient value to realise much more than the debt, so as to provide 
for the costs of the sale. And, secondly, he must be perfectly certain 
that the goods are the actual property of the defendant. It cannot 
be too carefully recollected that nothing can be taken in execution 
which is the property of any person other than the debtor. 

It is well to point out here that it is not because the defendant 
lives in a large house which is elaborately furnished that it is to be 
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presumed that the furniture is his own property. At the present 
time, when the hire-purchase system is so much in vogue, it is quite 
possible that hardly a single article in the house is the debtor's own. 
If, then, an execution is levied, the plaintiff, on being met with the 
owner's demand, must at once withdraw, though he may elect, if 
there are only a few instalments due upon the goods, to pay what is 
owing and then realise his debt by a sale. 

Thirdly, a defendant may be in arrear with his rent. Notice of 
the fact will be given without delay and it is open to the creditor 
either to abandon the execution at his own expense, or to pay out 
the claim, and allow the matter to proceed. 

Adverse Claims. —It is well to bear in mind that the goods 
proposed to be seized may be claimed by some other person, possibly 
the debtor's wife. Claims made in these circumstances, and in 
particular those put forward by a relative of the debtor, are justly 
regarded with suspicion. In these cases it is open for the execution 
to be withdrawn, or for notice to be given disputing the claim made. 
In the latter case what is known as an “ Interpleader " follows. 
Proceedings of this nature are entirely beyond the scope of the 
present work, and need skilled intervention by a legal practitioner 
able to sift the claim to the bottom. Shortly, however, it may be 
stated that the claimant endeavours to prove his or her title to the 
goods in question and the creditor who has issued the execution 
endeavours to refute the assertions made. 

It is also possible that the goods may be covered by a bill of sale, 
and if upon search being made at the county court or bill of sale office 
a bill of sale is found registered against the debtor, the wisest 
course, unless the creditor desires to incur further expenditure in 
testing the validity of the document, is to abandon any idea of 
proceeding by way of execution. 

How Execution is Levied. —A plaintiff having made up his 
mind to proceed by way of seizure of the debtor's goods, will proceed 
to the county court, and will obtain and fill up a form of “ Instruc¬ 
tions for Execution." After having filled up his praecipe on issuing 
action no difficulty can be experienced in filling up this simple 
form. The actual amount for which the warrant is to issue will 
be filled up by the clerk of the court. This praecipe, duly filled in, 
the plaintiff will hand to the clerk of the court with the fees, which 
will then be marked on the plaint note and the execution will be 
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levied by the court, which will, if the execution realises the amount 
for which the warrant was issued, or any part thereof, communicate 
that fact to the plaintiff, or he may ascertain at the court from time 
to time what progress events are making. It should be borne in 
mind that when a judgment is for a sum payable by instalments, 
execution may, on the failure of one instalment, be issued for the 
whole of the balance remaining due. Leave is required to issue 
execution in certain special cases. 

(2) Judgment Summons. —The second of the three methods 
mentioned above which a plaintiff may adopt in order to enforce 
his claim is by issuing what is called a judgment summons. This 
summons, as its name implies, is a summons issued after judgment 
and calls upon the debtor to attend at the court and submit to an 
examination as to his means, and also to show cause why he should 
not be committed to prison for his default in making payment. 
A plaintiff wishing to issue a judgment summons without obtaining 
special leave must usually do so within four months of the judgment 
being pronounced. A judgment summons is issued by the plaintiff 
attending at the court and filling up the following form— 

In the County Court of Wilts, holden at Bilton 

No. of Plaint, X 14070. 

Plaintiff’s name in full: Richard Butcher , 

Plaintiff’s residence and 4 Bullock Street , Bilton , 

occupation : Dealer. 

Names of all defendants in full: Arthur Owen, 

Residences or places of business j Derby Street, 

of defendants, with the Nos. j- Cotsford, 

of the houses, and occupations.) Clerk. 

I apply for the issue of judgment summons against the above- 
named defendant in respect of a judgment [or an order] of this 
court, dated the 9th day of May , 19.. 

I am aware that if I do not prove to the satisfaction of the court 
at the hearing, that the judgment debtor has, or has had since the 
date of the judgment [or order], the means to pay the sum in respect 
of which he has made default, and that he has refused or neglected, 
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or refuses or neglects, to pay the said sum, I may have to pay the 
costs of this summons. 

R. Butcher, Judgment Creditor. 

At the foot of this form there is a schedule of figures, which is 
filled up by the clerk at the court. This gives the debt, adds the 
costs, deducts any sum realised by execution or otherwise, and shows 
how the sum for which the judgment summons is issued is arrived 
at. The fees payable are very small. 

Judgment Debtor out of the District. —Where, however, the 
judgment debtor does not reside, and neither carries on business 
nor is employed, within the jurisdiction of the county court where 
the judgment was obtained, the judgment summons will not be 
issued without the leave of the registrar being obtained, and upon 
an affidavit being sworn setting out the particular circumstances. 
No affidavit is required if the plaintiff gives a satisfactory undertak¬ 
ing to pay the travelling expenses incurred by the judgment debtor 
in coming to the court. 

Service.— A judgment summons is usually served by the plaintiff, 
and an affidavit of service has to be filed immediately after the ser¬ 
vice. The form of the affidavit is very similar to that of affidavit 
of service of a default summons, an example of which has already 
been given. Service should be effected at least a week before the 
hearing, but in certain special circumstances, and particularly if 
the removal of a debtor is pending, this rule may be relaxed. 

Enforcing Attendance of Debtor. —The attendance of the 
defaulting debtor for the purpose of cross-examination may be se¬ 
cured by issuing a subpoena for his attendance and by tendering him 
his expenses to the court when service of the judgment summons is 
effected; should he fail to attend he may be severely dealt with by 
the court.. 

Hearing of Judgment Summons. —Of the actual hearing of 
the judgment summons little need be said. The creditor endeavours 
to prove that the debtor can pay but refuses to do so, whilst that 
person maintains usually, that whilst perfectly willing to liquidate 
the debt due, he is totally uitable to provide the necessary funds. 
It need scarcely be observed that no order will be made unless 
evidence of means is adduced, and this especially applies where a 
committal order is pressed for. 
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Evidence of Means. —Witnesses may be summoned to give 
evidence upon the hearing of a judgment summons in the same 
manner as in an ordinary action, and this facility is often taken 
advantage of. One word of caution is, however, necessary. If it 
is desired to establish the exact amount of wages earned by a debtor 
endeavour if possible not to subpoena a fellow-workman of the same 
grade. If the attendance of a witness is absolutely necessary in 
this connection, that gentleman should be recruited from the 
cashier's department, if possible, and requested to bring the neces¬ 
sary documentary evidence in the shape of the firn^s wages book 
with him. 

Committal. —If a committal order is obtained and payment is 
still withheld, the debtor may be arrested by the bailiff on the 
request of the creditor and upon payment of a small fee, and when 
the joint efforts of both creditor and bailiff have succeeded in locat¬ 
ing their quarry, he will be lodged safely in one of His Majesty's 
gaols until he either pays the amount for which the warrant was 
issued or serves his term of imprisonment. 

No debtor can be committed to prison twice for the non-payment 
of the same instalment, but a fresh committal order may, in cases 
where payment has been ordered by instalments, be obtained on 
due proof, on each occasion, of means to pay. 

(3) Garnishee Proceedings.—A third method by which 
payment may be enforced is by means of what are known as 
“ Garnishee proceedings." 

It may be stated shortly that garnishee proceedings is the legal 
name given to that special procedure by which a plaintiff who 
has obtained a judgment against the defendant, which judgment 
is wholly or in part unsatisfied, may, if he is fortunate enough to 
find a third party who is indebted to the defendant in any sum, 
obtain an order of the court compelling such third party to pay 
such sum or (if his indebtedness is larger) a sum sufficient to satisfy 
the judgment debt and costs over the defendant's head, as it were, 
direct to the plaintiff. These proceedings may very properly be 
entrusted to a solicitor, as the question of what debts may or may 
not be garnisheed is one of some nicety. It may be said, however, 
shortly, that these proceedings, which are not of frequent occurrence, 
are issued upon a praecipe and affidavit (which must recite the 
judgment and the amount due thereon and the fact of the garnishee's 
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indebtedness to the judgment debtor) being filed in the court in 
which the person in whose possession the money sought to be 
attached carries on business. If this is in a different district from 
that in which the judgment in the action was obtained, a certified 
copy of that document must be furnished also. 

A form of affidavit may be obtained at the court. 

Of course, if it should turn out that the garnishee was not, at 
the moment the summons against him was issued, indebted to 
the defendant, then the person issuing the proceedings against 
the supposed garnishee runs a great risk of being condemned in 
costs. 

Summons and Hearing.— On the papers before mentioned being 
filed and fees paid, the court prepares a form of summons against 
the third party (the garnishee) and from the moment that such 
summons, which will usually be served with all speed by the plaintiff, 
reaches his hands, he dare not pay the money in question over to 
the defendant, unless and until it is decided by the court that he 
may properly do so. If the third party admits owing the debt to 
the defendant he will usually pay it into court. He is generally 
allowed to deduct a small sum for his costs. On the hearing of a 
garnishee summons it must be proved that the debt is owing by the 
garnishee to the defendant, and the court will, if the debt is such 
that it may properly be garnished, order the debt to be paid by 
the garnishee to the plaintiff. A particular instance of garnishee 
proceedings is that of a bank, which is frequently garnished by 
plaintiffs, who are fortunate enough to find out (1) where their 
debtor banks and (2) that he has a balance there. 

Questions 

1. What matters are usually referred to the jurisdiction of the 

county court ? 

2. How would you decide as to the proper court in which to 

start proceedings ? 

3. How many kinds of summonses are there ? Name them, 

and state how they differ from one another. 

4. Explain the steps to be taken in issuing (a) an ordinary 

summons; (6) a default summons. 

5. What courses are open to a debtor who has been served with 

a summons ? 
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6. What evidence is required in an action for the price of goods 

sold ? 

7. Briefly describe the procedure necessary in conducting an 

action in the county court from the issuing of the summons 
to the judgment being given. 

8. In the event of a debtor disregarding the judgment of the 

court, what steps may a creditor take to enforce the 
judgment ? 

9. What is meant by 44 Execution ” ? How is it levied ? 

10. What points should a creditor bear in mind before issuing 
44 Execution ” ? 


20—(1481) 



CHAPTER XVIII 


LIFE ASSURANCE 

Life Assurance differs from all other forms of assurance protection 
in that the probabilities on which it is dependent can be accurately 
calculated, and in that the contingency of human death is one which 
must ultimately arise. As a consequence, a life assurance policy 
is a contract with an increasing value, as its determination grows 
nearer. It can be transferred only by written assignment, notice 
of which must be given to the insurance company. 

The basis of life assurance is the statistical information in 
existence as to the probable duration of human life, and the com¬ 
bination of the information gained from these statistics with the 
interest earning power of money, gives us the payment required to 
insure the life of an individual person. 

The statistical information is known as a Mortality Table, and 
the method of obtaining practical results from such a table will 
first be shown, after which the value of interest will be described. 

The Mortality Table. —The method adopted in making such 
a table is the tabulation of statistics of a group of persons chosen 
as suitable for the purpose. The first mortality table made was 
based on the register of births and deaths of the city of Northampton. 
Early in the nineteenth century another table was prepared based 
on information of the births and deaths of the city of Carlisle. 
Many other tables were prepared subsequently, but the most 
accurate were finally issued by the Institute of Actuaries, and are 
commonly known as the Healthy males (Hm) Table, and the 
latest of all, the Ordinary males (Om) Table. These tables, however, 
are now out of date and new tables are in course of preparation. 

The Hm Table took cognizance of a body of 100,000 healthy male 
lives, from the age of ten until their gradual extinction by death. 
In this table there are shown four columns— 

(1) Age at beginning of year. 

(2) Number of persons living at beginning of year. 

(3) Number dying during the year. 

(4) Average duration of life of the age stated. 
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Taking the age 35 as an example, we see that out of the 100,000 
persons who were alive at the age of 10 only 86,281 have survived. 
Of these 757 will die during the year, only 85,524 reaching age 36. 
From these figures the cost of a simple form of assurance protection 
can be calculated. The 86,281 persons alive at age 35 wish to 
provide for the payment to the executors of such of them as do 
not reach age 36, of the sum of £10, and since they are aware that 
757 persons of their number will die during the year, it is necessary 
for them to contribute a total of £7,570, or the number of expected 
deaths multiplied by the amount to be paid at each death. At 
the end of the year the fund will be closed, and the £7,570 com¬ 
pletely absorbed. Each person will therefore have benefited him¬ 
self by the protection at a cost of £7,570 -r- 86,281 = about Is. 9d. 
Further protection for another year can then be provided by the 
survivors, but the cost would be increased, and if such a scheme 
were carried on from year to year, the payments would ultimately 
become onerous. For example, at age 70 there would be 38,124 
survivors who would have to make provision for 2,371 deaths during 
the year, involving a payment of over 12s. per head. 

Interest. —In the conduct of any financial transaction the 
interest-earning power of capital is of the greatest importance. 
In assurance we are dealing with capital which is not due for pay¬ 
ment until a future date, and as there is in the meantime plenty of 
opportunity of using the capital for other purposes this can be done 
freely. The annual rent charged for the use of capital is known 
as interest, and its amount is dependent on the security of the 
object in which the capital is temporarily employed. Thus capital 
which is lent to am individual on his personal security, with no 
other guarantee of its security than the integrity of the borrower, 
should pay a high rent, or a high rate of interest. If, on the other 
hand, the capital is secured on house-property and a reasonable 
margin for possible depreciation is allowed, the rate of interest 
will be low. Interest is taken as due at the end of a year from the 
date of the loan and is payable in cash. If it is duly received and 
spent on immediate necessities, the loan is spoken of as earning 
simple interest, as the amount paid to the owner of the capital 
each year will not vary. On the other hand, the owner of the 
capital may prefer to lend out each payment of interest as he receives 
it, and his original capital is then increased each year by the interest 
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added to the amount lent. This is known as compound interest, 
and the capital sum originally lent increases very much faster. 

For instance, if A. lends £100 at 3%, that is for an annual payment 
of £3, and if he spends this £3 every time he receives it, his capital 
in twenty years will still be £100. But if he re-in vests the interest 
each year at the same rate of interest, in twenty years his capital 
will have grown to £180. Conversely, if A. wishes to defray a debt 
due in twenty years time amounting to £180, and can deposit £100 
now so that it will earn compound interest at 3%, he will have pro¬ 
vided for the ultimate payment of the debt. From this simple 
example we deduce two results which are of the greatest value in 
life insurance. Firstly, that the sum to which £100 will amount 
in twenty years at 3% compound interest is £180 ; secondly, that 
the payment required now, to produce £180 in twenty years, if 3% 
compound interest is earned, is £100, or in other words, the present 
value of £180 payable twenty years hence, assuming compound 
interest at 3%, is £100. 

If we revert to the example of a simple assurance transaction 
given above, we shall see that no allowance for interest was made. 
If the £7,570 had earned 3% interest during the year, it would 
have increased to £7,797 2s., and therefore there would have been 
a surplus on the fund after paying out £10 to the executors of each 
of the 757 persons who died. This surplus would be available for 
payment of expenses incurred—or for distribution amongst the 
survivors. If, however, it was known that 3% could be earned on 
whatever amount was sunk, and there was no wish to provide a 
surplus, then the contribution of each individual might be decreased, 
and for £7,570 might be substituted the amount required to produce 
this sum at the end of the year when so invested as to earn 3%, that 
is the present value of £7,570 due one year hence at 3%, or £7,349. 

Tables of interest at various rates can be found in reference books, 
showing the amount to which £1 will increase year by year, and 
also the present value of £1 due any number of years hence. 

Calculation of Life Assurance Premiums.— For reasons of 
convenience it will be obvious that the simple method of assurance 
hitherto mentioned is not suitable to ordinary requirements. A 
premium gradually increasing with age is undesirable, and accord¬ 
ingly the method which is of widespread adoption is that of making 
the premium a level one, balancing the huge premium due in old 
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age by an increase of the premium payable during youth. The 
method adopted to obtain the premium required is very simple 
but involves a large quantity of figures, and it is therefore necessary 
to deal with an advanced age in order to show its working within 
reasonable limits. We will accordingly deal with lives aged 95 at 
the commencement of the assurance fund assumed to be in opera¬ 
tion, and we will base our figures entirely on those contained 
in the mortality and interest tables already mentioned. We see 
that there are only 135 persons living at age 95 out of the 100,000 
who started at age 10, and that of these 86 will not survive to age 
96. Assuming each person to be entitled to £10 at his death, we 
must provide for £860 to be payable at the end of the first year. 1 
During the second year 40 persons will die, so that we must provide 
for the payment of £400, and during the third year the remaining 
nine will die, requiring £90 to be paid. The total fund must there¬ 
fore amount to the sum of the amount required to produce these 
sums at 3% compound interest. The present value of £1 payable 
at the end of one year is 19s. 5d., and hence the present value of 
£860 is £834 18s. 4d. Similarly the present value of £1 payable 
at the end of two years is 18s. 10d., and therefore the present value 
of £400 will be £376 13s. 4d. Finally, the present value of £1 
payable three years hence is 18s. 4d., and therefore the present 
value of £90 is £82 10s. We may now tabulate these results as 
follows— 

Present value of payments to be made 

at end of first year £834 18 4 

at end of second year 376 13 4 

at end of third year 82 10 0 


Total £1,294 1 8 


As there are 135 persons to be provided for, each one will pay his 
share of this amount, namely a little over £9 11s. 8d., the balance 
of the £1,350 being made up by interest. This, therefore, would 
be the single premium required to insure the sum of £10 payable at 
the death of a person aged 95. A similar calculation can easily be 

1 In these examples it is assumed that the liability is for the payment of 
£10 at the end of the year of death, irrespective of the actual time of death 
(luring the year. 
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made for any other age from the tables given, involving, first, the 
calculating of the present values of the payments anticipated, 
secondly, the summation of these values, and finally, division by 
the number of persons entering the fund at its commencement. 

The calculations of the corresponding annual premium required 
can now be easily made. Turning again to our mortality table, 
we see that we start with 135 persons living. Assume that each 
person contracts to pay £1 yearly so long as he survives. We then 
start our fund with £135, the present value of which is of course the 
same amount. At the beginning of the second year only forty-nine 
are alive to pay £1 each, and from column 1 of the interest table 
we see that the present value of £1 due at the end of the year is 
19s. 5d. This payment is really due at the commencement of the 
second year, but in this case it will be obvious that the same present 
value applies. The present value of £49 is, therefore, £45 2s. 5d. 
In the third year we shall receive only £9, and its present value wil! 
be £8 9s. 6d. In tabular form we get— 

Present value of premiums of £1 payable 

First year . £135 0 0 
Second year. 45 2 5 
Third year . 8 9 6 


Total £188 11 11 


Now we know from our previous calculation that the present value 
of the sums payable is £1,294 Is. 8d., and if we divide this amount 
by the present value of the annual payments of £1 a year we shall 
obtain the actual number of such contributions of £1 a year that 
will be required to secure payments of £10 to each person's estate, 
namely, 6*861 times £1 per annum or £6 17s. 3d. 

To summarize these calculations, we may say that at age 95 at 
entry the single premium required for an assurance of £10 payable 
at death is £9 11s. 8d. and the annual premium £6 17s. 3d. 

Careful study of these simple figures will show the reader that 
the principle involved in all life assurance calculations is explained. 
If a policy be to provide a sum of money in the event of death during 
a certain number of years only, then possible claims arising beyond 
that time can be ignored. If the policy-moneys are to be paid at 
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death, if it occur before a certain age, or in cash at that age to the 
survivors, then again claims arising after that age are of no interest, 
but provision must be made for the payment of the full sum assured 
to each of the survivors. 

Policy Values. —Before leaving this part of our subject, the 
question of policy values must be entered into. The policy value 
is the amount of money which the assurance fund should have in 
hand at any given time, and its amount is the present value of all 
future liabilities. Reverting to the simple example we have used 
above, we see that at the beginning of the second year the deaths 
to be provided for are forty-nine, forty during the second year, 
and nine during the third year. The fund should then amount to 
the sum of the present values of £400 due one year hence, and £90 
due two years hence. If, however, the premiums were to be paid 
annually, the present value of such of these as are to be received in 
future will be deducted from the present value of the future lia¬ 
bilities. For calculating policy values two tables are of the greatest 
use; first, the single premium for an assurance at any age, and 
secondly, the present value of an annuity payable during the life¬ 
time of a person of any age. The former table has been already 
dealt with. The latter one is calculated in a similar way, but 
provision has to be made for the payment of the annuity to each 
survivor at the end of each year. 

Briefly the policy value is the present value of the sum insured 
under the policy, less the present value of any future premiums 
which are to be received. The policy value is of the utmost import¬ 
ance to a life assurance society, as on its proper calculation and main¬ 
tenance the solvency of the fund depends. In simple cases this 
is easily ascertained, but where the fund has to provide for lives 
o£ varying ages and with varying classes of policies, the calculation 
is most intricate. 

Expenses. —In all the above figures no allowance has been made 
for the expenses which must necessarily be incurred in conducting 
the business of the fund, and the premiums we have calculated 
would, of course, require some addition to cover this. This addition 
is technically known as " loading/' since the theoretical premium 
is " loaded ” with the weight of the expense charge. 

The expenses of a life assurance office will mainly consist of those 
incurred for necessary clerical work and stationery, fees to doctors 
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for reporting on the lives of new entrants, stamp duties on policies, 
and commissions to agents or others who introduce new business 
to the office. Most of these items fall on the first premium, but 
they are spread over the whole of the premiums payable under 
the policy in order to make the policy-holder’s annual payment a 
level one. The addition which the premium carries on this account 
is usually a certain percentage of the premium, varying, of course, 
with the age of the entrant. For instance, an office may charge 
12£% extra for expenses at age 25, about 8% at age 40, and about 
6% at age 60. As this " loading ” is solely to provide for expense 
to be incurred, it is usual to ignore it in valuing the office liabilities 
under its contracts, and to assume that only the net premiums will 
be received in the future. This at the same time provides for all 
future expenses, and in the event of these proving less than the 
loading, may become a source of profit. 

Bonuses. —One other form of loading has been left for separate 
attention as it is of an entirely different kind. Life assurance, as 
we have so far considered it, provides for the payment of a fixed 
capital sum at death. In the early days of life assurance, before 
the test of practical experience had confirmed the statistical informa¬ 
tion of mortality, it was usual to arrange a premium well in excess of 
the apparent requirements, so as to eliminate any chance of failure 
of the fund. The lapse of time proved that the early mortality 
tables were well on the safe side, and as a consequence the offices 
found themselves possessed of large funds with no liabilities 
attached. Where an office was the property of stockholders, 
this surplus was, of course, easily distributed ; but where the office 
had been brought into existence as a mutual concern for the sole 
benefit of its policy-holders, the division of this surplus amongst 
the policy-holders was essential. 

As a result the present “ bonus system ” materialised, and has 
ever since been a great feature of English life assurance. The 
balance of profit, after all liabilities have been assessed and pro¬ 
vided for, and suitable reserves set aside, is distributed amongst 
such of the policy-holders as are entitled to participate. For this 
privilege the policy-holder is asked to pay an additional amount 
over and above the premium charged to those policy-holders who 
do not participate. Two classes of policy-holders have, therefore, 
to be dealt with, the profit sharing policy-holder, and the 
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non-profit sharing one. The former is entitled to the full privileges 
of his policy together with a share in such profit as the office may 
make, and he pays on an average 10% to 15% more than the non¬ 
profit rate of premium. Should the office fail to make a profit, 
or require its profit for writing off depreciated securities, he will, 
of course, be the first to suffer. The non-profit policy-holder is 
entitled to the privilege of assurance only, and to the extent of 
his sum insured and no more. 

It may be well here to introduce an explanation of the terms 
“ Mutual" and " Proprietary 99 as applied to life assurance offices. 

Mutual Company. —A mutual life assurance office exists, as its 
name implies, for the benefit of its members only. Its commence¬ 
ment has usually been due to the munificence of individuals in 
guaranteeing its original contracts until such time as funds were 
sufficient to sustain them without such guarantee. In such an 
office the with-profit policy-holders are the proprietors of the office, 
and in the event of dissolution would be entitled to divide the assets. 
The non-profit policy-holders are not interested, either in manage¬ 
ment or in profit, and their rights are limited to the benefit due 
under their policy. 

Proprietary Company. —A proprietary company is one which 
possesses a body of shareholders who have subscribed the original 
capital, and to whom some share in the profits must be allocated. 
The shareholders are, in this case, the absolute owners of the office, 
and the management of the business is entirely in their hands. 

Valuation. —Every life office must periodically examine its 
affairs and take stock of its position in the same way as a trader in 
any other line of commerce. The stock-in-trade of a life office 
consists of its funds and its future receipts from premiums. Its 
liabilities (apart from the ordinary trade debts for necessary office 
requirements) are the sums due under its paper goods. In this 
country, life offices make a valuation at least once in every five 
years; some offices do this as often as every year. In getting 
together the necessary figures for this valuation two important 
calculations are required. 

(1) The calculation of the value of all investments held by the 
office. 

(2) The calculation of the policy values of all life assurance 

contracts. 
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These two items may be discussed in further detail. 

(1) The value of investments is a subject which does not come 
within the scope of life assurance itself, and will not be further 
pursued. It is sufficient here to say that the values adopted in 
this form of commerce should be conservative. Life assurance 
companies are dealing with contracts due many years hence, and 
the changing conditions of politics, trade, and the money market 
require careful watching. The absence of any necessity to keep. 
large sums of money in securities which can be immediately realised 
gives a life office an opportunity to purchase investments whose 
future is their great attraction, and as a consequence to earn rates 
of interest impossible to other financial undertakings. Every 
opportunity should, however, be taken to write down the value 
of all securities to a safe figure, and to accumulate hidden reserves 
of this kind which would be of the greatest value in times of stress. 

(2) The essential feature of the policy value has already been 
shown. All the existing contracts are investigated and the present 
value of the sums assured ascertained. The present value of all 
future premiums is also calculated and subtracted from the first 
calculation. The result will be the sum of all the policy values— 

Present value of sums assured. 

Present value of future premiums. 

Difference :—Policy value. 

The policy values so disclosed are the total sums of money and 
securities which should be available at the date of the valuation, 
and a comparison of this result with the value of the investments 
gives a true index to the state of the office's financial position. 

Cash and value of investments. 

Policy values. 

Difference :—Surplus (or deficiency, if the policy values are the 
greater). 

We may now discuss the case where a surplus is shown, and 
endeavour to trace the sources from which this surplus is drawn, 
These may be divided into three in number— 

(1) Mortality .—The profit under this head will arise from the 
actual mortality experienced being more favourable than 
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the results expected to occur. In practice mortality 
tables have always proved conservative, and this source 
of profit has been a valuable one. 

(2) Interest .—The rate of interest actually earned on invest¬ 
ments may be in excess of the rate assumed in making 
calculations for premiums. 3% is the rate usually 
assumed by English life offices, and the rate of interest 
earned is substantially higher. The difference is, there¬ 
fore, a source of profit to the office. 

(3) Minor causes are many and various. Profit on resale of 
investments, profit on lapses and surrenders, fines and 
fees of various kinds, all these, though perhaps small 
in themselves, accumulate to an appreciable item on 
a large turnover of business. 

Before leaving this introduction to the theoretical side of life 
assurance, there are two items which may be briefly touched upon : 
the method in which the distribution of surplus is carried out, 
and the so-called surrender-value of a policy. 

Distribution of Surplus. —The method of distribution of sui* 
plus has been a very vexed question in life assurance. The ideal 
method gives each policy-holder a return in accordance with the 
contributions his own policy has made, and would involve a very 
careful examination of the sources of surplus and also of the sources 
of contribution. An old policy will readily be seen to have con¬ 
tributed more largely than a young one, and a life which has been 
charged a heavy premium on account of some defect of health 
(but which has proved less injurious than was expected) also 
requires special treatment. This method, it will be seen, is too 
complicated and so too expensive for practical use. The most popu¬ 
lar system at present is that known as the Compound Reversionary 
Bonus System. Under this system bonuses are declared as an 
addition to the sums assured under the policies, and any bonuses 
already attaching to the sum assured are reckoned as earning future 
bonus. Thus if a policy for £1,000 is effected with an office paying a 
compound reversionary bonus of £1 % per annum, the addition at the 
end of a first five years will be £50. At the second distribution after 
a further five years, the bonus will be £1% on £1,050 or £52 10s. In 
the third distribution the policy will receive bonuses on £1,102 10s. 
or £55 5s. In this way the share of the policy-holder increases 
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each distribution and the system is both easy to understand and 
fair to all policy-holders. 

Surrender Values. —The surrender-value of a policy is a point 
on which considerable misconception exists amongst the general 
public, but most of the leading offices are at present granting liberal 
values. The surrender value is simply what the office will pay for 
the policy, and its amount is guided by the policy value of the par¬ 
ticular policy at the date of surrender. In calculating this the office 
must bear in mind that the first year of a policy's existence is of 
little value to it: most of the expense is concentrated on the first 
premium. In effect, the loading has been so arranged as to spread 
the incidence of this expense over the whole of the life of the policy, 
and therefore surrender at the full amount of the policy value would 
rob the office of part of its due. Further, the office is usually 
looking to making some margin of profit in its dealings, and this may 
be jeopardized by the withdrawal of a portion of its future income. 
Hence the amount of the surrender value may often seem very 
poor in comparison with the amount that has been paid in premiums. 
But if proper allowance be made for the loss to the office of the 
policy, it will usually be found to be a fair one. 

We may now turn to the practical side of life assurance as 
exemplified by the numerous offices transacting the business. 

Whole Life Assurance. —As is but natural, life assurance has 
had to adapt itself to the varying wants of the community, and has, 
in the process, taken on many forms and guises. First of all, in 
spite of its modern competitors, whole life assurance is still the 
most commonly adopted. This form of policy undertakes the 
payment of the sum insured at death only, whenever it may occur, 
and from whatever cause. Such a policy can be obtained for a 
single payment, or by annual payments spread over a fixed number 
of years, or by annual payments until death. This is, of course, 
the cheapest and most direct form of assurance, but modem adapta¬ 
tions of the principle of whole life assurance are numerous and 
ingenious and new schemes, sometimes involving combinations with 
endowment assurance or annuities, are continually being introduced. 
One example must suffice, the "Income” policy issued in slightly 
varying forms by many companies. 

By the payment of annual premiums, ceasing at death, the 
following benefits are obtainable: (a) in the event of death during 
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the first twenty years, an income of £150 a year from the date of 
death until the expiry of the twenty-year period, and £1,000 on 
cessation of the income; or (6) in the event of death after the first 
twenty years, £1,000 in cash. The object of these policies is to ensure 
an income to the widow and young children of the policy-holder 
during the period in which it is normally most needed, experience 
having shown that capital sums are too frequently mis-spent or lost 
through mistaken investment. 

Endowment Assurance. —Next we have endowment assurance, 
the popularity of which has enormously increased of recent years. 
Here the sum insured is payable after the expiration of a certain 
term of years if the policy-holder is alive, or at his death if he die 
previously. Such a policy combines the essential feature of life 
assurance with many of the advantages of a savings bank, and if 
selected in a good office and the term of the policy carefully chosen, 
and if the age of the insured is suitable, it may represent an invest¬ 
ment on survival of anything from 2 to 4 \ per cent, a return which 
is increased to nearly 6 per cent when allowance is made for income- 
tax rebate, at 2s. in the £. 

Under both the above forms of policy, male and female lives 
are usually taken at the same rate of premium, and at all ages from 
15 to about 75 or 80. 

Joint-Life Assurance. —Joint-life policies are issued under 
which the sum assured is payable at the death of the first of two 
lives. Last survivorship policies are also granted under which 
the sum assured is payable at the death of the last or survivor of 
two lives. Similar policies can be issued for three or more lives, 
and are occasionally of value in business transactions. 

A survivorship policy is one under which the sum assured is 
payable if one person dies before another and in that event 
only. 

Term Assurance is the simplest form of assurance contract, 
and provides for payment only in the event of the life dying before 
a certain date or age. Term assurance is frequently adopted as 
collateral security for a loan, and it can be arranged that on payment 
of a certain extra premium, the policy-holder shall have the right 
to convert his policy into one for the whole of life or endowment 
assurance on payment of the requisite premium. Such a policy 
provides a low premium at the outset, with a large subsequent 
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increase when conversion takes place, and is known as convertible 
term assurance. 

Children f s Assurances.— Policies suitable for children have 
been much to the fore in recent years. The child's endowment 
policy is one under which a sum of money is payable on the child 
attaining a certain age, usually 21. Should the child die before 
that age, the premiums paid are usually returnable, and in some 
cases with interest. Deferred assurance has great attractions to a 
parent. The payment of a very small annual premium when a 
child is young gives the right to continue the policy as an ordinary 
whole life or endowment one after age 21, only a return of premium 
being made if death occur before that age. No medical examina¬ 
tion is required as a rule, so that there are many obvious advantages 
in such a scheme. 

An educational annuity, combined with assurance on the life of 
the parent, is another valuable policy. It takes many forms, a 
typical one providing for the payment of £100 per annum for five 
years, beginning when the child reaches the age of 15 or 16. Should 
the child die before the commencement age, the premiums will be 
returned with 3 per cent compound interest, and should the parent 
or guardian who pays the premiums die, no further premiums will 
be payable. Perhaps, however, the best way of providing for the 
higher education of children is an endowment assurance, or series 
of endowment assurances, with profits, on the life of the father, 
assuming that he is comparatively young and insurable at ordinary 
rates. Income-tax relief is obtainable on endowment assurances, 
but not on deferred annuities, and this factor, apart from others, is 
sufficient to make them the more profitable contracts. 

Group Life Assurance. —A recent importation from the United 
States, now making headway in this country, is Group Life Assur¬ 
ance, the object of which is to enable an employer to pay a capital 
sum to the dependants of any employee who dies whilst in his service. 
The contract is usually a yearly one, terminable by either party, 
and the sum insured may be a year's wages or salary, a level sum of 
£100 or £200 or more, or a sum increasing as the employee's period 
of service lengthens. All employees who are at work when the 
assurance is effected are covered without medical examination, and 
those absent on sick leave are admitted after a short period of 
continuous work; The full sum insured may be made payable when 



LIFE ASSURANCE 


311 


an employee becomes permanently disabled. Premiums are calcu¬ 
lated according to age groups and are re-calculated yearly, but it is 
found that they remain fairly constant, owing to old members who 
drop off the pay-roll being replaced by younger men and women. 

Very many varieties of group life contract exist, the particular 
needs of each firm being met as far as may be. One great American 
concern, for example, insures the whole of its 45,000 employees 
throughout the world, by a policy which gives death benefits, 
pensions to men at 65 and women at 55, and disability allowances, 
and the individual sums assured run up to a maximum of $20,000 
for some senior employees. The premiums are shared by the com¬ 
pany and its employees, the latter contributing in proportion to 
their salaries. 

Leasehold Redemption or Sinking Fund Assurance is not 
life assurance at - all, but the permanence of a life assurance fund is 
so certain, that it has come to be a feature of assurance offices' 
business. Here the payment of a single or annual premium secures 
the payment of a capital sum on a fixed date, which may be as 
many years ahead as is desired. 

Conditions. —The conditions attached to a policy are of great 
importance to a would-be policy-holder, and require careful study. 
Modem policies are very free from vexatious conditions, and are 
usually a simple promise to pay subject to the periodical premiums 
being duly defrayed. As, however, life assurance premiums are 
calculated on statistics of normal mortality, extra hazards, such as 
climate, war, or suicide, need to be provided against. Most offices 
grant a whole-world and occupation free policy at the outset, if 
the insured has no intention of residing in an unhealthy climate, 
and is unlikely to adopt a hazardous occupation. Some companies 
add a proviso that his age must be proved, and be over 30, and a few 
still grant such freedom only after a policy has been two or three 
years in force. Where an insurer is admittedly going to live in an 
unhealthy climate, such as some parts of South America, an extra 
premium is charged either for so long as he resides there, or for a 
fixed period of years. Naval or military officers run the double 
risk of climate and war, and provision is made for this by a uniform 
extra addition until retirement from the service. 

Suicide is usually not a bar to a valid claim after a policy has been 
in force for a reasonable time, such as one or two years; but since 
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policies are frequently dealt in by parties other than the life assured, 
it is provided that suicide shall not at any time be a bar to recovery 
by bona-fide holders for value. Some few offices do not insert 
a suicide clause at all, and in view of the third party proviso, this 
seems likely to be a universal practice in the future. 

Conditions as to payment of premium are very generous. Thirty 
days of grace are universally allowed, and this period can be extended 
considerably on payment of a small fine. The non-forfeitable 
principle has been greatly extended, and it is quite usual for an 
office to keep a policy in force so long as its policy value is sufficient 
to cover premiums as they become payable. Paid-up policies for pro¬ 
portionate parts of the sum assured are always available, and, under 
limited payment life policies or endowment assurances, are usually 
an exact proportion of the sum assured for each premium paid. 

Surrender values are almost invariably guaranteed, and in many 
cases are written on the policy. Loans are freely made up to about 
95% of the surrender value, at from 5% to 6%. 

If age has been misstated, the production of proof of the real age 
is always accepted, and the premium or sum insured adjusted 
accordingly. It is advisable to submit a birth certificate or other 
evidence of age when the assurance is first effected. 

Good Faith Necessary. —Life assurance, like fire and all other 
forms of insurance, is a contract uberrimae fidei, i.e., the “ utmost 
good faith ” is required of both parties, and the proposer must 
reveal all facts which are material to enable the company to come 
to a decision. To guard against misrepresentation, the company 
requires completion of (1) a proposal form signed by the party who 
wishes to assure his life ; (2) a statement of personal and family 
history signed by the proposer in the presence of the doctor ; (3) a 
report on the proposer's state of health drawn up and signed by a 
registered medical practitioner ; (4) two forms with questions bear¬ 
ing on the life and habits of the proposer which are answered by 
two personal friends ; and (5) a report by the agent who introduces 
the proposer to the office. 

In the statement of personal and family history, the proposer 
will be asked to give particulars of the illnesses from which he has 
suffered and the medical attendance he has required, and also to 
give the ages of his father, mother, brothers and sisters, their state 
of health if alive, and cause of death if deceased. 
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The friends are asked simple questions relative to the proposer's 
health and habits of life, many of them so framed as to be corro¬ 
borative evidence of the truth of the proposers own statements. 
The agent's form will contain very similar queries of a corroborative 
nature. In some cases recourse may be had to the opinion of the 
proposer's own medical man. 

Medical Examination. —The doctor will examine the proposer, 
paying special attention to any information supplied of previous 
illness, or family tendency ; will measure height and weight, chest 
and abdomen ; will note physical defects or peculiarities ; and finally 
give the office his opinion of the proposer's chance of longevity as 
compared with an imaginary first-class subject. 

Here a word must be said as to the case of a life which proves 
to be inferior to the average. Rates of premium are calculated 
on the assumption that all lives are of average duration, and there¬ 
fore no others are admissible. Many lives are found which do not. 
in medical opinion, come up to this average, and it is the practice 
of offices to accept these on some special arrangement of adjustment. 
This may take the form of increasing the premium charged for 
average lives at the proposer's age, or of making the policy subject 
to a countercharge or debt which gradually diminishes as the years 
go on. Personal or family history of a disease such as phthisis or 
cancer is a frequent cause of such extra charges being made. These 
extras are quite distinct from those charged for hazards of occupa¬ 
tion or of climate, and usually carry with them some compensating 
advantages which become of moment if the life afterwards proves 
to be equal to the average. 

Many companies will dispense with medical examination up to a 
certain limit of sum insured. In such cases the proposal form is 
more detailed than when the proposer is ready to undergo examina¬ 
tion, being designed to draw out the information which the doctor 
would otherwise have obtained. 

Uses of Life Assurance. —Policies of life assurance have many 
uses, commercial as well as personal. Among them are— 

(1) Family provision. 

(2) Investment for old age. 

(3) Creation of a fund for educating children or establishing 

them in profession or business. 

(4) Repayment of capital on the death of a partner. 

a i—(148*) 
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(5) Payment of estate and other duties accruing at death. 

(6) Protection against monetary loss through death of a 

managing director or other expert. 

(7) Protection of capital lent, which would be endangered by 

the death of the borrower. 

(8) Means of obtaining temporary loans, either from the insur¬ 

ance company or from banks or others. 

(9) Protection of capital sunk in annuities. 

(10) Means of securing a rebate from income tax. 

(11) Rendering reversionary interests negotiable, by assurances 

on tenants for life. 

Annuities. —Annuities of several kinds can be purchased from 
life assurance companies, the chief being— 

(1) Immediate annuities, by which an income for life is ensured 

in return for a cash payment. The income can be made 
payable half-yearly, quarterly, or monthly, the rate of 
annuity per £100 of purchase money becoming slightly 
less as the frequency of payment increases. Annuities are 
payable either with a proportionate payment to the date 
of death or ceasing with the periodical payment immedi¬ 
ately preceding death. 

(2) Immediate annuities, ceasing at death but with a guaran¬ 

teed minimum number of payments. If death occurs 
before the minimum is reached, the payments are con¬ 
tinued to the annuitant's nominee. 

(3) Immediate annuities on two or more lives (“joint and 

survivor annuities") payable during the joint lives of 
the annuitants and during the lives of the survivors. 

(4) As last, but with the annuity reduced by one-third (or some 

other agreed proportion) at the first death. 

(5) Deferred annuities, or pensions, beginning at an agreed age, 

usually 55, 60, or 65, the consideration being paid by 
annual premiums. At the annuity age the option is often 
given of a lump sum in place of the annuity. Contracts 
of this kind are specially attractive to women in business, 
but when there are, or are likely to be, dependants, 
endowment assurances are preferable. 

When the annuitant's income is below the taxable limit, at 
present £135, insurance companies are allowed by the taxing 
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authorities to pay annuities in full, without deduction of income 
tax, and they may also do this in the case of married persons whose 
joint income does not exceed the limit, now £225. 

Statistics show that annuitants, as a body, live longer than the 
general average of lives insured, in spite of the care with which the 
latter are selected by the companies, and that female annuitants 
live longer than male annuitants, hence the cost of annuities is 
greater for women than for men. 

Pension schemes for business staffs can be arranged with assurance 
companies, the terms being adjusted to suit the requirements of the 
particular business. This facility is especially useful to small con¬ 
cerns which would find great difficulty in providing pensions in 
any other way. 


Questions 

1. By what means are assurance companies able to estimate the 

probable life of a person who wishes to assure himself ? 

2. What do you understand by the Hm. Table and the Om. 

table, and for what purpose was the former compiled ? 

3. State as clearly as you can the method adopted by assurance 

companies in calculating life assurance premiums. 

4. Explain what is meant by “ Policy Values.” 

5. What do you understand by loading, and of what is this 

made up ? 

6. Define (a) Mutual Company ; (6) Proprietary Company. 

7. Explain as fully as you can what you understand by Valuation 

as applied to the affairs of a life assurance office. 

8. What are surrender values ? 

9. When money is advanced on the security of a life assurance 

policy, how can the lender ascertain the safe amount to be 
advanced ? 

10. State the difference between whole life assurance and 

endowment assurance. 

11. Define the following terms: Joint Life Assurance; Term 

Assurance; Deferred Assurance; Leasehold Redemption 
Policy. 

12. Why are the conditionsa ttached to a policy of great importance 

to the would-be policy-holder ? 

13. Describe the main objects of life assurance. 
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14. In what ways is a life assurance policy useful when a loan is 

required from a bank ? 

15. A professional man, with three children, is insured for £2,000 

and dies at the age of 35. Give reasons for and against 
the payment of that sum in one amount or its equivalent 
value (i.e. £2,000 plus interest) in twenty equal annual 
instalments. 

16. Why is an endowment assurance on a father's life sometimes 

to be recommended in preference to an educational annuity, 
when it is desired to provide for a boy's education at a 
university ? 



CHAPTER XIX 


FIRE AND CONSEQUENTIAL LOSS 

Fire Insurance is a highly technical subject, and we cannot do 
more than consider briefly a few of its governing principles. 

The Contract. —Under a fire insurance contract the insurers 
undertake to pay or make good to the insured any actual loss or 
damage by fire or other specified perils which may happen during a 
particular period to insured property, not exceeding the sum named 
as the limit of insurance, or of each item thereof, in consideration 
of an immediate fixed payment. 

It will be seen from this definition that an insurance contract 
is essentially an indemnity ; hence it follows, because a person has 
insured either in one or several companies, for say £500, the insurers 
are not necessarily liable for that amount, although the property 
may have been totally destroyed. The actual cost of a particular 
article does not furnish the measure of the insurer’s liability, but is 
merely a basis or medium for arriving at its value at the time of 
destruction, due regard being paid to depreciation through wear 
and tear. 

Proposal for Insurance. —The cover given by a policy relating 
to private residences and churches is a little wider than that afforded 
by one which applies to business premises. These notes will apply 
primarily to the business, or “standard’’ policy. By it the risks 
covered are declared to be— 

(1) Fire (whether resulting from explosion or otherwise) not 

occasioned by or happening through: (a) its own spon¬ 
taneous fermentation or heating or its undergoing any 
process involving the application of fire heat; or (6) earth¬ 
quake, subterranean fire, riot, civil commotion, foreign 
enemy, military or usurped powers, rebellion or insurrec¬ 
tion. 

(2) Lightning. 

(3) Explosion of boilers used for domestic purposes only. 

(4) Explosion in a building not being part of any gasworks, of 

gas used for domestic purposes or used for lighting or 
heating the building. 

317 
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Riot and civil commotion, earthquake and explosion risks are 
insurable at extra premiums, and spontaneous heating of coal and 
one or two other products can also be insured. 

The Proposal. —A proposal for fire insurance may be, and fre¬ 
quently is, oral, but when a proposal form is completed, it is 
important that it should be correct in every detail, the words used 
in reply to the questions conveying a true impression and not being 
open to misinterpretation. Failure to reveal a material fact, i.e. one 
which it is necessary for the underwriter to know to enable him to 
form a judgment of the risk, will render the policy voidable at the 
option of the insurer. 

The company will frequently require an inspection of the premises 
by its surveyor, but in -most cases it will issue, if desired, a 
preliminary cover note pending its decision. Inspection by the 
company's representative does not absolve the proposer from the 
requirement of full disclosure of all material facts. 

If any of the following goods are to be insured, they must be 
mentioned in the policy, as they are not covered by phrases such 
as “stock in trade." Goods held in trust or on commission, money, 
securities, stamps, documents, manuscripts, business books, pat¬ 
terns, models, moulds, plans, designs, explosives. 

Renewals. —It is customary for insurers to send to the insured, 
usually through the agents, renewal notices reminding them that 
their policies are about to fall due, but they are under no legal 
obligation to issue them. Fifteen days of grace are nearly always 
allowed for the payment of premiums on policies which have been 
issued for twelve months or longer—none on policies for shorter 
periods—but these days of grace do not apply when negotiations 
have been opened by the insured or his agent for the transfer of the 
insurance to another company. They must not be regarded as an 
extension of the term of the insurance in such cases. 

Insurable Interest. —Before a person can effect a valid policy 
of insurance he must have an insurable interest, i.e. a legal or an 
equitable right in the property for which an insurance is desired. 
Bailees, trustees, mortgagees, and others who might suffer loss by 
the destruction of property by fire have a legal right to insure. 

Rating.—T he classification and rating of business risks present 
many difficulties and call for a capacity of judgment, combined 
with a technical knowledge of all classes of trades and of the methods 
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of building construction, which can be obtained only over a long 
course of study and practical experience. 

Rates for many important classes of risk are built up on a system 
of "accumulation,” by which a basis charge, or "normal," usually 
very small, is fixed and additional charges are added for all the 
serious items of risk. These vary according to the trade, for some¬ 
thing which may be harmless in one factory may be a source of great 
danger in another. Naked lights, for instance, are innocuous in a 
foundry, but quite out of the question in a motor garage. Among 
the items of hazard for which charges are made are timber or other 
insubstantial construction, methods of lighting, heating, ventilating, 
and supplying power which are undesirable in the particular circum¬ 
stances, excessive height or cubical contents, wooden linings to walls, 
openings in floors, communicating buildings, the number of hands 
above a certain number, the number of tenants in the building, the 
use of particular machines, or above a stated number of machines, 
the non-removal of waste, night work, the use of mineral oils or 
hazardous chemicals, and exposure to adjacent buildings. On the 
other hand, reductions of rates will be allowed for buildings con¬ 
forming to certain standards of construction, and for the installation 
of fire extinguishing appliances, ranging from buckets of water to 
automatic sprinklers. It will thus be seen that to some extent the 
rate payable rests with the insured himself, for by the removal of 
sources of hazard he can improve the risk and ensure a reduction 
in his premiums. It is invariably found that when this system of 
rating is introduced into a trade, a steady improvement of risk takes 
place for a period of some years. 

Manufacturers and merchants would be well advised to consult 
their insurance offices before erecting new buildings or making 
alterations to existing premises. The companies are always pleased 
to advise on matters relating to fire hazard, and can often make 
suggestions which result in a saving of premium to their insured. 
Although improvements in risk result in a reduction of income to 
insurers, they mean, on the whole, an increase of profit, and under¬ 
writers prefer to have a relatively small premium for a good risk to 
a large premium for a bad one. 

Average Conditions.—T he rates for contents are based on the 
assumption that the full value of the stock is insured, and the 
companies, in order to protect themselves against the obviously 
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unfair risk thrown upon them where only a part is insured, in some 
cases insert in their policies what is known as the average clause. 

There are three principal conditions of average in use among 
British offices, i.e .— 

(1) The pro rata average. 

(2) The second condition of average. 

(3) The three-fourths condition of average. 

The pro rata average provides for a sharing of the loss between 
the insured and the insurers, in proportion to the risk that each is 
carrying. 

The second condition of average is applied to some "Floating" 
policies, i.e. policies chiefly used in connection with merchandise 
located in several places (i.e. docks, bonded stores and warehouses). 
It deals with the method of apportioning losses when policies which 
are not identical in range apply to a risk at which a fire has occurred. 

The three-fourths condition of average is used in connection with 
farming stock policies. The clause comes into operation when the 
insurance effected is less than three-fourths of the value of the 
property at the time of the fire, in which event the insured is con¬ 
sidered his own insurer for the difference between the sum insured 
and the value of the property. 

An 80 per cent average clause, or one of any other proportion, 
operates in the same way as the three-fourths condition. 

Adjustment of Losses. —In the event of a fire the insured must 
immediately give notice in writing to the company and furnish 
such reasonable proof as the circumstances of the case admit; he must 
also state whether any other parties are interested in the damaged 
property. The cost of preparing the claim falls on the insured. 

The company, in its policy, undertakes "to pay to the insured the 
value of the property at the time of the happening of its destruction 
or the amount of such damage or at its option reinstate or replace 
such property or any part thereof." The primary undertaking is to 
pay cash, and this is the course usually adopted, but occasionally 
the company will replace an article destroyed and, more rarely still, 
will reinstate a building which has been damaged. The company 
cannot be compelled to reinstate, but if it elects to do so it makes 
itself responsible for seeing that the reinstatement is done in a 
satisfactory manner. By the Fires Prevention (Metropolis) Act, 1774 
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—a local Act which is taken as being of general application— 
purchasers, mortgagees, tenants, freeholders, and others who have 
a pecuniary interest in a damaged building, may require the com¬ 
pany to see that the insurance money, as far as it will go, is expended 
in rebuilding the premises. If this were not done, a dishonest policy¬ 
holder might pocket the money and leave the third parties without 
their security. 

When a claim has been paid, the sum insured is reduced until 
next renewal by the amount of the loss, but it can be reinstated to 
its original amount, subject to the consent of the company, by 
payment of a proportionate premium. 

Private House Insurances. —The best policy for the buildings 
and contents of private houses is one or other of the forms of 
“ Comprehensive ” insurance, which have rapidly become popular in 
recent years. They combine in one contract file, burglary, workmen's 
compensation, third party, aircraft damage, and many other insur¬ 
ances. The prospectuses issued by the companies and other insurers 
catering for this class of business are fully explanatory, and all that 
need be said here is that each section of the policy conforms to the 
practice of the particular department to which it belongs—fire to 
fire department rules, and so forth. The conditions of the “ Compre¬ 
hensive" policy are, however, in some cases simpler and more elastic 
than those of the departmental policies. 

Consequential Loss Insurance 

A fire insurance policy provides indemnity against the direct, 
material loss sustained as a result of fire or any other peril specified 
in it, but it takes no cognizance of the secondary or consequential 
losses which always ensue when a shop, warehouse, or factory is 
put out of action, wholly or partly, by a severe fire. Interruption 
of trade or manufacture means that orders cannot be completed, 
or only by expensive emergency arrangements, that customers seek 
to satisfy their requirements elsewhere and are not always easily 
recovered, that skilled labour drifts to competitors, and that many 
overhead charges have to be met in spite of the fact that business 
is suspended. A consequential loss policy, or loss of profits policy, 
as it is frequently called, is therefore almost as essential to a trader 
as a fire policy. 

The policy usually issued covers loss of net profit, payment of 
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specified standing charges, and of increased working expenses due 
to the fire. Like a fire policy it is a contract of indemnity. It follows 
that it has to be framed in such a manner as to ensure that the true 
measure of any loss of profit following a fire can be ascertained. 

The term “ net profit'’ needs no explanation. The standing charges 
usually specified are such things as rent, rates and taxes; directors’ 
and auditors’ fees; insurance premiums; telephone rentals; wages of 
skilled employees; advertising contracts, and the like. Increased 
working expenses are costs incurred in attempts to maintain trade 
at the same level as before the fire. They may include the renting or 
fitting up of temporary premises, the installation of temporary power 
plant, the employment of additional labour and the cost, in excess 
of ordinary production cost, of getting work done by other firms in 
order to fulfil orders. No amount is included in the sum insured in 
respect of increased working expenses, so payment of them depends 
upon the existence of a margin between the amount of the loss on 
net profits and standing charges on the one hand and the sum 
insured on the other. The sum insured is the total of the net profit 
and specified standing charges for twelve months, when the “period 
of indemnity” is twelve months or less, the period of indemnity 
being the maximum period during which compensation is payable. 
When it is more than twelve months, the sum insured is the amount 
of the net profits and standing charges for the period, whatever it 
may be. The period of indemnity should be sufficiently long to allow 
of the buildings, plant, and stock being reinstated and of trade 
being restored to its full pre-fire extent, which may be a much later 
date than the material reinstatement. 

The policy may be based on cash “turnover” or on “output,” 
expressed in any constant unit, such as: in a brewery, barrels of 
beer; in a colliery, tons of coal; in a gasworks, therms, and so on. 
Losses are settled by ascertaining to what extent the turnover has 
fallen after the fire, month by month, in comparison with the corre¬ 
sponding month before the fire, the actual amount paid being the 
proportion of the fall in turnover which the sum insured (i.e. the 
net profit and standing charges) bears to the turnover. In addition, 
the increased working expenses are paid on the lines already 
indicated. 

This brief summary of the scheme of insurance is necessarily 
incomplete, for the policy contains provisions guarding against both 
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under and over insurance, and dealing with exceptional circum¬ 
stances, such as strikes, which may make a comparison of one year 
with another fallacious, and many conditions are introduced to fit 
the contract to the needs of traders. Special arrangements can be 
made for businesses in which the turnover is rapidly increasing. 

The definition of fire in consequential loss policies includes explo¬ 
sion of gas used for heat and power and boiler explosion, risks that 
are covered only at extra premiums under fire policies. 

Questions 

1. An insurance contract is a contract of indemnity. What 

does this mean ? 

2. How would you proceed if you wished to take out a Fire 

Insurance Policy ? 

3. Give an explanation of the term “ Insurable Interest.” 

4. What are the chief circumstances that influence the fire rate 

for a trade risk ? 

5. What is the effect of the first condition of average ? 

6. In the event of a fire taking place on premises covered by 

insurance, what steps should be taken to recover the amount 

of the damage ? 

7. Define: Premium, Proposal, Policy, and Cover-note. 



CHAPTER XX 


ACCIDENT INSURANCE, ETC. 

The term “ accident insurance ” is used in its broadest sense to 
comprehend all casualty and contingency insurances (life, fire, and 
marine excepted) undertaken by the accident department of the 
modem insurance company. The writer is almost tempted to 
describe the number and variety of these insurances as " legion." 
In view of the present day adaptation of insurance to the various 
possibilities of risk and loss, it is difficult to conceive a risk 
in connection with an individual's private or business career 
against which it is not possible to effect an insurance in one form or 
another. 

It is, of course, impossible to deal with every class of accident 
insurance, and therefore it is proposed to review the more important 
branches, as follows— 

Workmen's Compensation Insurance, Personal Accident Insurance, 
Third Party Insurances (i.e.. Drivers' risks, Motor-car risks, General 
Third Party risks), Miscellaneous. 

Workmen's Compensation Insurance. —By Workmen's Com¬ 
pensation Insurance is generally understood a contract of indemnity 
under which the insurers undertake to indemnify the employer 
against his legal liability under the Common Law, the Fatal Acci¬ 
dents Act, 1846, the Employers' Liability Act, 1880, and the 
Workmen’s Compensation Acts, 1925 and 1926, in respect of acci¬ 
dents happening to his workpeople, and the cost incurred in 
contesting or settling claims made. The obligations imposed upon 
employers of labour under the various Acts are of such an onerous 
character that the wisdom of effecting an insurance with an office 
whose financial standing is beyond criticism will be apparent. 

The premiums vary in accordance with the degree of hazard 
of the particular trade. The classification and rating of risks, 
which in itself is a big subject, hardly falls within the scope of this 
work. 

History of Legislation.—T he relation between master and 
servant has gradually changed during the course of history, and 
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the tendency has been to increase the burden on employers. At the 
present time a workman, meeting with an injury whilst following 
his employment, has three courses of action open to him to recover 
compensation, and the circumstances under which the accident 
arises will determine whether the claim should be made under Com¬ 
mon Law, the Employers' Liability Act of 1880, or the Act of 19 J5. 

Common Law. —Common Law is the unwritten law of the land 
founded on usages and customs. Prior to the Act of 1880 the only 
remedy the workman had was at Common Law, under which, in 
order to recover damages, he had to prove personal negligence on 
the part of his employer. Even then the workman's right to claim 
is limited by three defences which are open to the employer— 

1. Common employment—accidents caused by the negligence 

of a fellow-workman. 

2. Where the injury results from a danger known and appre¬ 

ciated by the workman. This doctrine is expressed in 
the maxim —volenti non fit injuria. 

3. Contributory negligence on the part of the injured workman. 

Lord Campbell's Act, 1846.—Under Common Law the master 
was relieved of liability in the event of the death of the injured 
person. Actio personalis moritur cum persona. With the passing 
of Lord Campbell's Act in 1846 this condition of things was altered, 
and such right as the deceased person would have enjoyed under 
Common Law, had he lived, was vested in the executor or admin¬ 
istrator. This Act is also known as the Fatal Accidents Act. 

Employers' Liability Act, 1880.—In 1880 the Employers’ 
Liability Act became law. The effect of the main provisions of 
this Act was to remove the employer's defence of common employ¬ 
ment, and thereby to give the injured workman the right of 
compensation, with certain specified exceptions, where the accident 
arises through the negligence of any person entrusted by the 
employer with powers of superintendence. The employer's liability 
for personal acts of omission or commission still remain. 

The maximum compensation recoverable under the act is limited 
to the equivalent of three years' earnings. 

Workmen's Compensation Acts, 1897, 1900, and 1906.—The 
Acts next placed on the Statute Book were the Workmen's Com¬ 
pensation Acts, 1897 and 1900, which created a liability upon the 
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employers to which they applied, to compensate their workpeople 
for all accidents ‘'arising out of and in course of their employment/ 1 
These Acts were repealed by that of 1906, which in turn, together 
with several supplementary Acts, has been replaced by the Acts 
of 1925 and 1926. 

Workmen’s Compensation Acts, 1925 and 1926. The Act of 
1925 consolidates the law regarding workmen’s compensation, and 
that of 1926 only corrects a small mistake in its wording. Sect. 1 
of the principal Act lays down that “if in any employment personal 
injury by accident arising out of and in course of the employment 
is caused to a workman, his employer shall, subject as hereinafter 
mentioned, be liable to pay compensation in accordance with the 
provisions hereinafter contained.” 

Workman. —The word “workman” means any person who works 
under a contract of service or apprenticeship, together with some 
others, but excluding— 

{a) Any person employed otherwise than by way of manual 
labour whose remuneration exceeds £350 per annum. 

( b ) A person whose employment is of a casual nature and who 
is employed otherwise than for the purposes of the employer’s 
trade or business, not being a person employed for the purposes 
of any game or recreation and engaged or paid through a club. 

(c) A member of a police force. 

(d) An outworker. 

( e) A member of the employer’s family dwelling in his house. 
Misconduct. —Compensation is not payable when the injury is 

proved to be attributable to the serious and wilful misconduct of the 
workman, unless the injury results in death or serious and permanent 
disablement. 

Waiting Period. —The employer is not liable unless the injury 
disables the workman for more than three days. 

Dependents. —In the event of death, compensation is payable 
to such members of the workman’s family as were wholly or partly 
dependent upon his earnings at the time of his death. Members 
of the family are wife, husband, father, mother, grandfather, grand¬ 
mother, stepfather, stepmother, son, daughter, grandson, grand¬ 
daughter, stepson, stepdaughter, brother, sister, half-brother, 
half-sister, and illegitimate children. 

Sub-contractors.— Any workman employed by a sub-contractor 
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may claim, in the event of injury, against his immediate employer 
or against the principal contractor. If the latter has to pay com¬ 
pensation, he has a right of indemnity against the sub-contractor. 
Agricultural machinery contractors are excluded from this arrange¬ 
ment and are solely liable to pay compensation, the farmers engaging 
them being exempt. 

Bankruptcy. —If an employer becomes bankrupt, his rights 
against his insurance company are transferred to any injured work¬ 
man, who also has a preferential claim in bankruptcy, or in 
liquidation of a company, for any liability which is not covered by 
insurance. 

Compensation. —The scale of compensation to injured workpeople 
is as follows— 

In the event of death, when there are total dependents, a lump 
sum equal to three years’ earnings, with a minimum of £200 and a 
maximum of £300 and, in addition, allowances to children under 
the age of 15, bringing the maximum up to £600. If the workman 
leaves only partial dependents, compensation is decided by agree¬ 
ment or arbitration, but must not exceed the limits given above. 

In case of total disablement, the injured workman may claim a 
sum not exceeding 50 per cent of his average weekly earnings, with 
a maximum of 20s. a week. If the disablement is permanent, or 
lasts for a long time, the weekly payments are usually commuted 
for lump-sum payments, and memoranda of the payments are filed 
in the local county court. 

Notice of accident must be given as soon as practicable, and 
books for recording the notices must be kept at every mine, quarry, 
factory, and workshop. 

Industrial Diseases. —Compensation on the same scale as for 
accidents is allowed in respect of disablement by certain industrial 
diseases specified in the Third Schedule of the Act, and the Home 
Secretary has the power of adding other diseases to the Act. In 
some circumstances acute diseases, such as sunstroke and pneumonia, 
are treated as accidents. 

Seamen. —Special provisions are made for seamen, whose em¬ 
ployers obviously could not always comply with regulations laid 
down regarding workmen on land. 

Premiums. —Premiums are calculated on the estimated annual 
wages, and are adjusted at the end of each year of insurance in 
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accordance with the actual amount paid. Domestic servants and 
one or two other classes of employees are, however, charged per 
capita . 

Home Office Returns.—A return has to be made to the Home 
Office annually by employers of claims made upon them and 
amounts paid in compensation. This obligation is taken over by 
the insurance companies in respect of all employers insured by 
them. 

Home Office Agreement. —The principal insurance companies 
have entered into an agreement with the Government undertaking 
that at least 62| per cent of the premiums received by them shall 
be expended in the payment of compensation, together with legal 
and medical expenses, leaving 37i per cent for expenses, agents' 
commissions, and profit. If the claims' expenditure of all the offices 
which are parties to the agreement falls short of 62£ per cent in any 
one year, the balance is returned to the insured, in proportion to 
their premiums; if it exceeds 62J per cent, additional premiums are 
payable by the insured. 

Personal Accident Insurance 

History. —The earliest form of personal accident insurance, 
which was limited in its scope to railway accidents, was initiated 
by the Railway Passengers Assurance Company about the year 1849. 
The contract took the form of railway tickets or coupons, obtain¬ 
able at the booking offices at the principal stations. This system 
still remains in force. 

The necessity for a policy wider in its scope was evidently felt, 
for within a year or so a policy covering accidents from any cause 
was placed before the public. 

For the first ten years the companies experienced great difficulty 
in carrying on the business, owing partly to the want of experi¬ 
ence in drafting their contracts so as to cover themselves against 
dishonest claims, and to the meagre information in their possession 
for the formulating of rates. Further, the stamp duty at this 
period was a heavy burden and interfered with the development 
of the business. 

From 1860 more careful attention was paid to the classification 
and rating of risks, and the business was gradually placed upon a 
sounder basis. 
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In the year 1892 certain defined diseases were added to the 
policies, but it is only of comparatively recent years that com¬ 
panies have issued all sickness and accident contracts. 

Nature of Contract. —Under a personal accident policy the 
company agrees to pay to the insured, in the event of his sustaining 
any bodily injury caused by violent, external and visible means, 
certain capital sums for death, loss of limbs or eyes, and a stated 
amount per week, for a limited period, during such time as the 
insured is either partially or wholly disabled. Most policies also 
provide for an annuity in the event of disablement for life by 
accident, other than loss of eyesight or limbs for which capital sums 
are provided. Where a policy includes sickness benefits, the insured 
is entitled to claim compensation only in respect of an illness pro¬ 
vided he is totally incapacitated from following his employment for 
at least one week. Partial disability due to sickness is not covered, 
although a limited allowance is made for convalescence. 

Certain risks, such as suicide, self-inflicted injuries, intoxication, 
insanity and venereal diseases are excluded, and a clause giving 
effect to this is inserted in the contract. 

The policies are usually annual contracts, and the company is 
not bound to invite the renewal of the insurance. Where a policy 
is for one year, renewable from time to time by consent, it has been 
held that each renewal is a new contract and not a renewal of the 
original contract. It must also be remembered that the principle 
underlying personal accident insurance, and, indeed, all insurances, 
except life, is virtually one of indemnity, notwithstanding the con¬ 
tracts, as usually drawn up, are not indemnities in the true sense 
of the word, inasmuch as the company agrees to pay a definite 
fixed amount for compensation in the event of injury, for a given 
premium. 

In Theobald v. Railway Passengers , Baron Alderson said : “ These 
are not contracts of indemnity because a person cannot be indemni¬ 
fied for a loss of life as he can in the case of a house or shop." Legally 
this is correct. Nevertheless, in actual practice, immediately the 
principle of indemnity is overlooked by a company and a person is 
permitted to insure against accidents for amounts much in excess 
of his income, not only are the fundamentals of insurance (life 
assurance excepted) infringed, but conditions are created under 
which fraud is easy, 

44 —<* 481) 
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Kinds of Policies. —The public to-day have a choice of four 
classes of policies, i.e .— 

1. Policies covering accidents only. 

2. Policies covering accidents and stated diseases. 

3. Policies covering accidents and all sickness by annual con¬ 

tract. 

4. Policies covering accidents and all sickness by permanent 

contract. 

Premiums. —In practice personal accident risks are divided into 
four classes, i.e. ordinary, medium, hazardous, and extra-hazardous. 

The ordinary, or Class I, comprises professional and mercantile 
men and others whose occupations involve them in no undue risk. 

The medium, or Class II, comprises tradesmen and shopkeepers 
superintending only or working in non-hazardous employments. 

The hazardous, or Class III, comprises tradesmen working. 

In each class extra premiums are imposed when the insured runs 
some risk in excess of what is usual for the class, such as playing in 
league football matches, or racing of any kind. 

The extra-hazardous, or Class IV, comprises persons who run 
abnormal risks, such as jockeys, window-cleaners, professional 
footballers, airmen, and foresters. Many companies will not accept 
these risks, and others will do so only at heavy premiums. 

Insurances on women are regarded by the companies with dis¬ 
favour, and when accepted they are nearly always confined to small 
amounts. 

The premiums for annual contracts vary according to the class 
under which the proposer’s occupation is classified. An age-limit 
is inserted in most prospectuses, and it is usual to accept proposals 
for accident and specified diseases from healthy male lives between 
the ages of 16-60, and for all sickness, 16-55. Permanent all¬ 
sickness policies are issued by very few companies, and are confined 
to first-class lives. The premiums increase with age, and medical 
examination is often required. 

Form of Proposal. —Before a policy can be issued the intended 
insured has to complete a proposal form which contains questions 
on the following lines: 

(1) Name, address, occupation, age, height and weight 

(2) Have you ever made a proposal for insurance against 
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accidents or sickness, and have you ever been declined 
or accepted on special terms for life, accident, or sickness ? 

(3) Have you ever suffered from varicose veins, fits, paralysis, 
hernia, rheumatic fever, pneumonia, pleurisy, asthma, 
consumption, heart disease, appendicitis, or any disease of 
the stomach ? 

(4) Have you any physical infirmity, e.g. defective eyesight, 
hardness of hearing or lameness ? 

(5) Do you engage in mountaineering, aviation, or sports of 
any kind ? 

(6) Have you received compensation for sickness or accident ? 

(7) Are you now in sound health ? 

The proposal being the basis of the contract,it is of the utmost 
importance that the applicant should answer the questions care¬ 
fully. Any concealment of material fact or mis-statement nullifies 
the contract and relieves the company of all liability. 

Definition of Policy Terms— 

Accident as defined by most companies involves bodily injury 
caused by violent, accidental, external and visible means. 

Permanent Total Disablement .—Loss of limbs or irrecoverable 
loss of sight of both eyes within three calendar months from date 
of accident. 

Permanent Partial Disablement. —Loss of one limb or irrecoverable 
loss of sight of one eye within three calendar months from date of 
accident. 

Temporary Total Disablement. —Inability to attend to business of 
any kind. 

Temporary Partial Disablement. —Arises when the injury does not 
wholly and entirely prevent attention to business. 

Annuity .—To entitle the insured to an annuity under the policy 
he must be totally and absolutely incapacitated from work for 
remainder of life. 

Death. —The injury must be the proximate, sole and direct cause 
of death, which must take place within three calendar months 
after the accident. 

Claims. —Notice of accident or illness must be given as soon as 
practicable, and claims must be supported by medical certificates. 
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Claims are payable only when the total amount of compensation 
has been ascertained. 

Third Party Indemnity Insurance 

Insurances under this heading cover the insured’s Common Law 
liabilities. The laws of England make it incumbent on individuals 
to exercise due precaution so as not to harm their fellow-creatures. 
If through any negligent act of omission or commission injury is 
caused to another, then an action for tort, damage, will lie. 
Furthermore, an employer, besides being responsible for his own 
negligent acts, is liable for the wrongful acts of his employees in 
the course of their employment. 

In all claims under Common Law the plaintiff must bring sub¬ 
stantive evidence to prove the defendant has, either himself or by 
proxy, been guilty of negligence. There are instances where negli¬ 
gence cannot definitely be proved, yet, notwithstanding, the plain¬ 
tiff may be successful in an action ; such negligence is termed prima 
fade negligence, expressed by the Latin maxim, res ipsa loquitur . 

The following are apt definitions of negligence— 

" The absence of care according to circumstances.” 

“ The neglect of some care which we are bound by law to 

exercise towards somebody.” 

When we remember there is no limit to the compensation 
recoverable in an action for tort, the necessity for protection by 
insurance is evident. 

Insurances may be effected to cover the Common Law liability 
arising in connection with the following risks— 

(1) Third Party (Drivers') risks. 

(2) Motor-car risks. 

(3) General Third Party risks (including premises, lifts, cranes 

and hoists). 

Third Party (Drivers') Risks 

The Contract. —Policies of this kind indemnify the insured 
against his legal liability to pay compensation for injury to persons, 
or damage to property of the public, arising from— 

(1) Negligent driving. 

(2) Viciousness of the horses. 

(3) The operation of loading and unloading the vehicle. . 

(4) Goods falling off the vehicle whilst in transit. 
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Further, the insured may, if he desires, have the indemnity 
extended to include damage to his own vehicles and harness, also 
fatal injury to his horses up to two-thirds their value at the time 
of the accident. Unless special provisions are made, however, a 
driving accident policy does not indemnify the holder in respect of 
claims arising from injury to persons riding on the vehicle, or 
damage to property conveyed on the vehicle. 

The indemnities granted under the policy are usually limited to 
a definite sum for any one accident and a maximum sum for the 
year, the costs incurred in settling or contesting a claim being 
generally paid in addition to the amount of the indemnity. 

Premium. —The underwriter has to consider a variety of circum¬ 
stances in calculating a premium for this class of risk. He must 
ascertain the nature of the business carried on by the proposer; 
whether the vehicles will be used in a town or city, or in the suburbs 
or villages; the previous claims' experience; the number of drivers 
to be covered and the amount of the indemnity desired. 

Motor-car Insurance 

The insurance of risks in connection with motor vehicles is the 
largest section of accident insurance, and year by year, with the 
increase in the number of cars on the road, it grows larger and at 
the same time tends to become more complicated. Space will not 
permit of a detailed examination of the different varieties of policies 
offered to the motoring public, but the main outlines of the business 
will be explained. 

Compulsory Third-party Insurance. —As far as this country 
is concerned, motor insurance is unique in that it is compulsory as 
regards one section, that relating to third-party risks. All drivers 
of mechanically propelled vehicles on the public roads must carry 
certificates of insurance, and must produce them when required 
to do so by a police constable. The certificates relate to personal 
injury only, as the law does not require damage to property to be 
covered. As a rule the certificates are issued by the insurance 
companies in duplicate ; a car owner can thus keep one copy in his 
car and carry the other with him, so that he may be able to produce 
it should he drive a car other than his own. Temporary certificates 
can be obtained for use with newly acquired cars, prior to their 
registration. It should be remembered that legal liability only is 
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covered, that is, liability for injuries caused by negligence. If a 
motorist, without being negligent, causes injury to a third party, 
he is under no liability and, consequently, no compensation is 
payable under the policy. 

Classes of Policy. —Three sections of risk are usually recog¬ 
nized, viz., (1) private cars, (2) commercial vehicles, and (3) motor¬ 
cycles. Each of these sections, and especially the first two, can be 
divided into a large number of classes, ranging from those which 
cover one risk only, such as third party or fire, to “comprehensive” 
policies, which embrace a very large number of risks. 

Private Cars. —The most complete policy is the “comprehen¬ 
sive ” policy for private cars, and abridged particulars are accordingly 
set out. It covers— 

(1) Accidental damage to the car, the lamps, tyres, and acces¬ 

sories on it, including damage by frost, and by malicious 
act or riot and civil commotion except in Ireland, and 
during transit by road, rail, inland waterway, lift or 
elevator; also cost of protecting the disabled car after 
accident, removing it to repairers and delivering it again 
to the insured. Wear and tear, mechanical and electrical 
breakdowns, and damage to tyres by application of brakes 
or by road punctures, cuts, or bursts are not covered. 

(2) Damage by fire, self-ignition, lightning, and explosion. 

(3) Loss or damage to the car, and the lamps, tyres, and acces¬ 

sories on it by burglary, housebreaking, or theft. 

(4) Third-party liability, covering indemnity to the insured, 

any relation or friend driving with his consent and not 
entitled to indemnity under any other policy; the insured 
whilst driving for private purposes any other car or motor¬ 
cycle, not being his own property. The indemnity relates 
to injury to any person, including passengers but exclud¬ 
ing servants, and also covers damage to property. It 
covers to an unlimited amount and includes law costs. 

(5) A personal accident allowance to the insured. 

(6) A 10 per cent “no claim” bonus. 

(7) Medical and surgical expenses up to ten guineas each 

occupant. 
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(8) Solicitor’s fees for representation at any coroner’s inquest 

or court of summary jurisdiction, arising in connection 
with any accident covered by the policy. 

(9) Temporary use on the Continent of Europe, in Algeria or 

Tunisia, subject to prior notice being given to the 
company. 

(10) Sea transit not exceeding 65 hours. 

(11) Repairs up to £10 by any repairer, and up to any amount 

by a repairer on the company’s list of specially authorized 
repairers, in both cases without previously obtaining the 
company’s consent. 

Extra benefits are obtainable on payment of additional pre¬ 
miums, among the items being accidental damage to coats, 
rugs and luggage or their loss by theft; compensation for 
loss of use during repairs, and so forth. Mechanical 
breakdown may be added in some approved cases. 
Reductions of premium are allowed when two or more 
cars are insured in one policy, and where the insured 
bears a portion of each claim. 

Commercial Vehicles. —Policies relating to commercial vehicles 
follow similar lines, but they are subject to more restrictions. 
Personal accident insurance is not covered, except by extra premium, 
and the third-party indemnity in respect of damage to property is 
limited to £10,000 any one accident. The district in which the 
vehicle operates is taken into account in fixing the premium, as well 
as the purpose for which it is used, the horse-power, and the make 
of vehicle. Fleets of fifteen or more commercial vehicles can usually 
secure special rates, if the claim experience has been satisfactory. 
Damage to goods carried, damage caused by the emission of sparks 
from steam lorries, liability for accidents to passengers, motor trader’s 
liability for damage to customers’ cars in his garage, risks in connec¬ 
tion with trials and demonstrations, and many other risks can be 
insured at appropriate premiums. 

Motor-cycles, —Motor-cycle policies call for no comment, as 
they are in effect car policies on restricted lines. 

"Knock for Knock” and "Halving” Agreements. The cost 
of investigating claims made by third parties and of ascertaining 
where liability rests is heavy, the delays involved are great, and the 
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results are often unsatisfactory, even when litigation is avoided. In 
the interests of their insured as well as of themselves, insurance 
companies have striven to reduce to a minimum these hindrances 
to business, even if it is not possible to eliminate them entirely, 
and the chief instrument they have devised with this end in view is 
the “Knock for Knock" agreement. The parties to these agree¬ 
ments, who are usually insurance companies, but sometimes public 
vehicle companies, undertake that neither of them will seek to 
recover from the other any damage done in collision, or attempt to 
avoid collision, to vehicles insured or owned by them. The agree¬ 
ments with public vehicle companies usually contain a small limit 
of value, up to £50 ; those between insurance companies have much 
larger limits and are sometimes unlimited. 

Occasionally a “Halving Agreement" is substituted, by which 
the damage is pooled and each party pays one-half. This plan is 
specially suitable when a tram or omnibus proprietor is one of the 
parties, seeing that the weight of these vehicles usually ensures their 
coming off best in a collision, thus making a “Knock for Knock" 
agreement inequitable. 

General Third Party Risks 

General third party policies indemnify the insured against claims 
brought by the public, for accidental personal injury and damage to 
property (excluding property under the insured's charge or control) 
caused by the negligence of workmen in his service or by any defect in 
the ways, works or plant connected with or used in his business. 

The risks are generally subdivided for the purpose of insurance 
into— 

Premises risks— i.e. t accidents caused to the public on or about 
a shop or factory. 

Builders and Contractors— i.e., risks incidental to building 
operations. 

Lifts, Cranes and Hoists, i.e., accidents caused by the negligence 
of the attendant, or due to defects in the mechanism. 

Professional and Traders' Indemnities— i.e. loss caused by the 
negligence of expert advisers, such as solicitors, accountants, 
and medical practitioners, or of traders such as chemists, 
restaurant proprietors, food salesmen, plumbers, etc., and 
their assistants. 
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The premiums vary according to the circumstances of each par¬ 
ticular risk, and to the individual experience of the offices. 

Fidelity Guarantee Insurance 

The term “fidelity guarantee insurance” is here used to designate 
in particular those insurances which have to do with the due 
performance of duties pertaining to positions of trust. 

There are three classes of bonds, i.t .— 

Commercial Bonds, for the guaranteeing of clerks, cashiers, 
and the like, engaged in commercial undertakings. 

Government Bonds, for guaranteeing the fidelity of employees 
in connection with Government departments. 

Legal Bonds, for guaranteeing the fidelity of administrators, 
receivers and managers, auctioneers and the like, appointed 
by the courts. 

Under a fidelity guarantee bond the company undertakes, for 
a small consideration, to make good to the employer any pecuniary 
loss which he may sustain by reason of fraud or dishonesty, on the 
part of his employees in connection with their duties, amounting 
to embezzlement of money. 

Burglary Insurance 

Burglary insurance is divided into two sections, i.e ., private house 
and business. 

Policies issued for private house risks cover loss or damage caused 
by burglary, housebreaking, larceny including theft by servants. The 
insurance for business premises is, however, restricted to burglary 
and housebreaking only. 

Burglary means forcible entry into premises, with felonious 
intent, during the night. 

Housebreaking means forcible entry into premises, with felo¬ 
nious intent, during the day. 

Larceny means theft not preceded by forcible entry. 

For private house risks the rate is 2s. per cent., and for business 
risks it varies from Is. 6d. to 10s. per cent. Such risks as jewellers, 
furriers, and cigar merchants are mostly regarded as hazardous, 
and when insured are rated strictly on their merits. 
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Plate-glass Insurance 

The insurance of fixed glass of all descriptions can be effected 
against breakage from any cause, except fire, which is insurable by 
a fire policy. 

The policy does not cover damage to the surrounding woodwork, 
to stock, to fixtures in windows, nor consequential loss, i.e.> loss 
arising out of the interruption of business due to the breakage. 

The premiums are comparatively small, although they vary in 
accordance with the trade carried on, the position of the premises, 
and the size of the plate, etc. 

Credit Insurance 

In recent years credit or bad debt insurance has increased in 
importance, although it is still mainly confined to one company, in 
which, however, many of the principal composite insurance com¬ 
panies hold shares. In addition, the Government transacts the 
business, in connection with export credits, through the Department 
of Overseas Trade of the Board of Trade. These notes relate to the 
company practice only. 

A fundamental principle of the insurance is that the insured shall 
bear a portion of each risk, the company guaranteeing not more 
than 75 per cent of the ultimate net loss which the insured may 
sustain through the insolvency of a customer. Policies are issued 
in respect of new transactions only, and never in cases where goods 
have been delivered and the company does not insure accounts which 
are known to be bad, doubtful, or irregular. The policies are confined 
almost entirely to credits in respect of the sale of goods, those in 
connection with financial transactions as such not being insurable. 

The premiums vary according to the details of each proposal, the 
rates ranging from 2 to 5 per cent for home accounts, and from 
3 to 8 per cent for foreign accounts. 

Claims are payable on the winding up of the insolvent buyer's 
estate, but as this involves in most cases a long delay, it is the 
practice to settle them within twelve months of the insolvency on 
the basis of a composition. Should this not be possible, the company 
will pay on account three-fourths of its ascertained liability at the 
end of twelve months, leaving the balance to be settled when the 
final loss can be calculated. 

Not the least valuable feature of this modern form of credit 



ACCIDENT INSURANCE, ETC. 


339 


insurance is the wide service of information which the company 
commands through its intimate relations with similar companies, 
some of which it helped to found, in all parts of the world. 

Miscellaneous Insurances 

Although a large number of insurances have been discussed, the 
field is by no means exhausted. An insurance company transacting 
all classes of business (usually called a “ composite ” company) issues 
literally hundreds of different kinds of policies, divided into, prob¬ 
ably, scores of sections. Among risks for which space has not been 
found are: Live Stock (the insurance of horses and cattle); Engineer¬ 
ing (explosion of boilers, breakdown of electrical machinery, etc., 
including inspection and some third-party risks); Baggage (of 
tourists and other travellers); Parcels; Registered Post; Cash in 
Transit ( especially wages between banks and employers); Contract 
Guarantee (completion of engineering and other contracts); Forged 
Transfer (loss to public companies through registering forged 
transfers); Hailstorm (for farmers and owners of glass houses) ; 
Weather (loss by hotel proprietors, promoters of exhibitions and 
others, including holiday-makers, through bad weather); Sprinkler 
Leakage (damage by water leaking from automatic sprinklers 
installed to extinguish outbreaks of fire); Aviation risks, and many 
others of less importance. 

Essential features to remember in connection with all these 
varieties of insurance, as with so many others, are that they are all 
subject to the requirement of “ the utmost good faith,” involving the 
disclosure of all material facts, they are all contracts of indemnity, and 
they are all personal contracts between the insurer and the insured. 

Health, Pensions, and Unemployment Insurance 

This is a compulsory insurance, to which the State, the employers, 
and the employees are contributors. Its object is to provide the 
workers with funds with which to carry on in the event of sickness 
or unemployment, and to provide pensions for widows and orphans 
of insured persons. The schemes are embodied in the National 
Insurance Acts, 1911-1928, the Unemployment Insurance Act, 
1920, and amending Acts, and the Widows', Orphans', and Old Age 
Contributory Pensions Act, 1925. The Acts relating to Health 
Insurance provide that, with certain exceptions, persons 16 years 
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of age and over, whose remuneration does not exceed £250, and all 
persons employed in manual labour, whatever their remuneration 
may be, are insurable. All persons who are insurable under the 
National Insurance Acts are also insurable under the Widows*, 
Orphans’, and Old Age Contributory Pensions Act. The benefits 
include medical attendance, sickness and disablement allowances, 
etc. The Unemployment Insurance Acts provide, with certain excep¬ 
tions, for all persons for whom Health and Pensions Insurance 
contributions are payable. 

The contributions for Health, Pensions, and Unemployment 
Insurance are payable in the first instance by the employer, who 
is called upon to affix stamps of the correct value to the insurance 
cards of the employees. The employer is authorized to deduct from 
the wages of the employees the amounts representing their share 
of the contributions. 

The central administration of the Health and the Pensions Acts 
is in the hands of the Ministry of Health in England, the Boards of 
Health in Wales and Scotland, and the Ministry of Labour in 
Northern Ireland, together with a National Health Joint Committee. 
The local administration is carried out by insurance committees 
and approved societies. The latter are not allowed to make a profit, so 
their funds and control must be separate from those of any insurance 
companies or friendly societies to which they are attached. 

Unemployment insurance is administered by the Ministry of 
Labour and the Employment Exchanges. Courts of Referees, con¬ 
sisting of one person from an employer’s panel, one from a work¬ 
man’s panel, and an impartial chairman appointed by the Ministry 
of Labour, have been established to hear appeals by workmen who 
are dissatisfied as to questions of the payment of benefits. 

Questions 

1. What is understood by Workmen’s Compensation Insurance ? 

2. State what you know about Personal Accident Insurance. 

3. What do you understand by Third Party Indemnity 

Insurance ? 

4. Explain the term : “ Fidelity Guarantee Insurance.” 

5. Discuss Credit Insurance in relation to the expansion of export 

trade. 

6. What is negligence, and why is it important in insurance ? 



CHAPTER XXI 


INTERNATIONAL TRADE 

The trade between different countries is undeniably one of the most 
attractive subjects of commercial study, and modern international 
politics hinge more upon commercial interests than anything 
else. Actually, the foreign trade of a country is usually not nearly 
so important as the internal or domestic trade, but it is practically 
impossible to compile any statistics relating thereto because how is 
one to distinguish between an exchange of goods between individuals 
in the same city, and a trader in London and one in Edinburgh ? To 
many people so much, and rightly, impressed with the magnitude of 
our foreign trade, this statement may well appear somewhat start¬ 
ling ; but a little reflection will show us how arbitrary and how much 
a thing apart foreign trade is. We read, perhaps, that the export 
trade of Belgium during a given year was so many millions and the 
total export trade of Holland was another number of millions. With 
each of these countries Germany does an enormous trade, the 
figures of which are included in the millions of pounds representing 
Germany’s annual exports and imports. Suppose, now, that Bel¬ 
gium and Holland were to unite with Germany, the foreign trade 
returns of Belgium and Holland would, of course, disappear from 
international statistics. At first sight it would appear that the 
Belgian and Dutch totals would merely be transferred and added 
to Germany’s figures; but this would not be the case, for Belgium 
and Holland being then part of Germany, all the enormous trade 
that takes place between Germany and Belgium, Germany and 
Holland, and Holland and Belgium themselves would disappear 
from the statistics relating to the world’s foreign trade, and although 
the merging of the three countries in one would probably largely 
stimulate trade between those different portions of the country, it 
is extremely probable that for a few years the export and import 
figures of the new political unit would be inferior to the totals of 
the three separate countries. 

This fact is set out to prevent the student from attaching too great 
importance to international trade figures. It would, however, be a 
mistake to go to the other extreme and attach too little importance 
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thereto. If a country were entirely self-supporting, producing within 
its boundaries all the requirements of its population, it could prob¬ 
ably subsist without any foreign trade whatever; but as, owing to 
climatic and other conditions, this is out of the question, although 
some countries are undoubtedly nearer that happy position than 
others, the exchange of commodities must take place, for in the 
long run a nation can pay for products and commodities which it 
imports only by means of products and commodities which it exports. 
Therefore, in international trade, we see a balancing of these mutual 
requirements, settlements being continually made by means of 
Bills of Exchange and payment by means of money or gold ship¬ 
ments being merely the final adjustment between the different 
nations. These are bullion or specie shipments, and leaving them 
out of account, the constituents of the export and import trade 
may be divided to follow the classification adopted by the Board 
of Trade, as follows— 

(1) Food, drink, and tobacco. 

(2) Raw materials and articles mainly unmanufactured. 

(3) Articles wholly or mainly manufactured. 

(4) Miscellaneous and unclassified (including Parcel Post). 

In new and sparsely populated, and consequently not highly 

developed, countries such as Canada, Mexico, Argentina, Brazil, 
the greater part of the industry of the country consists of agricul¬ 
ture, the breeding of cattle and sheep and the production of other 
raw materials such as cotton, wool, and the gaining of minerals, 
such as gold, silver, iron, coal, etc. These the population produces 
far in excess of its own needs, but, on the other hand, has to satisfy 
most of its other requirements such as clothes, tools and implements 
and manufactured articles by means of imports from other countries 
producing these articles. As a country becomes more developed 
and more densely populated it lessens its exports of raw materials, 
requiring them for home consumption, and increases its activity 
in the direction of manufacturing within its own borders the goods 
required. A perfect state of equilibrium in this respect is never 
attained, if only for climatic reasons. As regards the older countries 
such as the United Kingdom, Germany, France, Belgium, etc., 
with large populations, the home production of raw material is 
not sufficient for the requirements of the population, so that exporta 
of this class of commodity from such countries are insignificant. 
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On the other hand, by virtue of skill begotten of generations of 
experience, such countries are usually able to produce manufac¬ 
tured articles of superior quality, and these constitute the major 
portion of the exports which pay for the imports (1) of the raw 
materials destined to be worked up into manufactured articles, 
and (2) of the foodstuffs in excess of the home production which 
require to be imported to feed the teeming population of these 
countries. Of course, any such general statement as this may require 
to be qualified in the case of a particular country where the natural 
climatic conditions are of a special nature, as for example, in 
the case of France, where the wine production is of the greatest 
importance and constitutes a very large item in the export trade. 

Balance of Indebtedness. —It is not to be expected that the 
value of the exports from one country to another, say from the 
United Kingdom to the United States, shall exactly balance the 
value of the imports from the United States into the United King¬ 
dom, and the superficial result would be, of course, that on balance, 
the latter had to pay the United States so many millions sterling 
per annum. As will be shown later, this is not necessarily the 
case, but supposing it were so, it could still be balanced by the fact 
that we exported more to, say, India, than we imported from that 
country, in which case we could pay the United States what we 
owed, by means of the sum which India owed us, each country 
adjusting its indebtedness in this fashion until one arrived at the 
final balance, which would have to be adjusted by shipments of 
gold. It really does in the long run work out to something like this, 
the operations of the banks and bill brokers constituting a sort 
of international clearing house, the fluctuations in the foreign 
exchanges being part of the machinery by which the ultimate 
adjustment is arrived at. It must, however, be stated that in 
practice the simple operation of these causes is affected by the fact 
that many countries borrow large sums of money abroad in the 
shape of interest-bearing loans, which, of course, may result in 
gold shipments being made from a creditor country to a debtor 
country. 

A study of tables of international trade reveals what to many a 
student is a paradox, namely, that precisely those countries which 
he has considered to be the most prosperous, such as the United 
Kingdom and France, have normally an adverse balance, that is 
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to say, they import much more than they export. " If they buy 
much more than they sell, how can they be so prosperous ? " he 
thinks. This seeming anomaly is explained by a number of cir¬ 
cumstances. First of all, the discrepancy between the exports 
and imports is not so enormous as it appears, because exports are 
declared at the value at which they are delivered free on board the 
vessel, whereas by the time imported goods reach the country, there 
has to be added to their value the cost of freight and insurance. 
This of itself would not, however, be sufficient to counterbalance 
the apparent adverse balance of trade in the case of countries 
like the United Kingdom, and the explanation is to be found 
in what is technically known as " invisible exports," because 
they have the same effect as real exports in paying for imports. 
Among such invisible exports are (1) the amounts earned by our 
mercantile marine, which acts largely as the world's carrier ; (2) 
interest on the millions of pounds invested abroad ; (3) the amount 
spent by foreign visitors in the country. These are probably the 
principal of the invisible exports of a country, but numerous others, 
varying, of course, in accordance with different countries, might 
be cited. For example, a French actor with a company tours 
the world and goes back loaded with triumphs of an intellectual, 
and also a more tangible, character. The hundreds of thousands 
of pounds thus diverted into France represent the equivalent of 
a very considerable amount of French exported goods, or in other 
words France is thereby in a position to import so much more 
products in excess of her exports of commodities. 

Customs Duties. —These are a tax levied upon imports, and on 
the next page is a list of the principal duties of this description 
prevailing in the United Kingdom at the end of the financial 
year 1930-31. In order that efficient Government control can be 
exercised on imports, a Customs officer boards every ship immedi¬ 
ately upon her arrival in port. It should be noted that duties are 
levied only on goods consumed in this country; goods re-exported 
pay no duty. 

Excise. —In addition to such duties, many countries have what 
is known as an excise duty, viz., a tax levied upon certain manu¬ 
factures. In the United Kingdom excise duties are levied upon 
tobacco, beers and spirits. The excisable articles are usually 
tested by an inspector (Excise Officer). 
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Drawbacks. —It is clear that if an excise duty were levied upon 
things intended for export, it would constitute a severe handicap 
on the country's exporters of excisable articles as compared with 
foreign exporters ; consequently where excisable goods are exported 
the amount of the duty is refunded or allowed, such allowance 
being known as a “ drawback.” 

CUSTOMS DUTIES 


Rate 

Head of Duty 

414s. 36-gal. . 

104s. 4d. 36-gal . 

Beer, Mum, and Spruce 

Beer of other sorts 

33J% of value of article . 

Buttons 

13s. 3d. cwt 

Chicory 

Id. per linear foot . 

Cinematograph Films 

33£% of value of article . 

Clocks, Watches, and component parts 

14s. cwt. 

Cocoa 

2s. cwt. 

Cocoa Husks 

l|d.lb. ... 

Cocoa Butter 

14s cwt. 

Coffee 

2s. cwt. 

Currants 

7s. cwt 

Figs, Dried Plums, French Plums, etc. 

25% of value of article . 

Hollow-ware, Wrought Enamelled 

80s. cwt. 

Hops 

4d. gal. 

4s. 4d. per 144 boxes each 

Hydrocarbon Oils 

containing 20 up to 50 

Matches 

16f % of value 

Paper, Packing or Wrapping 

28s. cwt. 

Pottery, Translucent or Vitrified 

75s. 4d. gal. . 

Rum and Brandy 

33J% of value of article . 

Motor-cars, including motor-bicycles and 
tricycles 

33J% of value of article . 

Musical Instruments 

4s. 6d. to 11s. 8d. cwt. . 

Sugar 

2s. 7d. to 7s. 5d. cwt. 

Molasses 

7s. 5d. cwt. . 

Glucose 

3s. 9d. oz 

Saccharin 

5s. 4d. cwt. . 

Condensed Milk 

13s. 7d. lb. . 

Cigarettes 

16s. lOd. lb. . 

' Cigars 

3s. gal. 

Wine 

3s. 9d. doz. pks. 

Playing Cards 


Tariffs. —A list or schedule of import duties is known as a tariff. 
In the case of the United Kingdom the import duties were, until 
recently, levied solely for purposes of revenue, this being in accor¬ 
dance with the policy of Free Trade, the theory of which is that full 
competition should be permitted between foreign producers and 
home producers, the latter having in effect a slight advantage in 

23—(1481) 
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that they are on the spot and do not (or should not) have to bear 
so heavy a cost for transport. By this means it is claimed that the 
mass of the population is enabled to obtain its requirements in the 
cheapest manner, and the formation of trusts and combines with 
the object of unduly raising prices to the consumer is rendered 
difficult. 

Protective Tariffs. —In the case of most countries, however, 
the tariff is levied only partly for the purpose of obtaining revenue, 
its main purpose being artificially to restrict the imports of foreign 
manufactured goods, so as to foster and encourage home industries. 
In this connection reference may be made to the Safeguarding of 
Industries Act, which came into force on 1st October, 1921, and 
has since been modified and extended. The Act imposed Customs 
duties on certain goods with a view to the safeguarding of certain 
special industries, and the safeguarding of employment in industries 
in the United Kingdom against the effects of the depreciation of 
foreign currencies, and the disposal of imported goods at prices 
below the cost of production. It is frequently referred to as the 
Key Industries Act, or the Anti-dumping Act, and is dealt with 
more fully later. This is manifestly not the place to enter into an 
argument as to the respective merits of Free Trade and Protection. 
Needless to say, a protective tariff is a much more complicated 
thing than a tariff levied for revenue purposes only, everything 
having to be classified and subdivided. The extent of the duties on 
imports varies in different countries, and the British Board of Trade 
publishes bulky blue books from time to time giving the foreign 
tariffs in detail. Generally speaking, a country has two or three 
scales of duties—a conventional tariff and a higher one. The con¬ 
ventional tariff is for use in ordinary cases, and the higher one in 
cases where there is a conflict with another country as to reciprocal 
terms, and the high tariff is used as a weapon to hinder to the utmost 
imports from the country with which the dispute has originated. 
The relationship of one country to another in these matters is 
determined by commercial treaties, and between some countries 
—the United Kingdom in particular being usually a party to this 
agreement—there exists what is known as the Most-Favoured-Nation 
Clause. 

Most-Favoured-Nation Clause. —This means that if a country, 
with which we have a Most-Favoured-Nation clause, as a result of 
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bargaining with another country, grants such country any special 
privilege or concession in connection with its exports, the same 
privilege or concession shall, ipso facto , be extended to similar 
exports from the United Kingdom. 

Bounties. —Sometimes to encourage or to stimulate an industry, 
a Government gives bounties on the production. For example, 
Bismarck, to encourage beet-sugar cultivation in Germany, and to 
keep a race of stalwart peasants on the soil, caused the Government 
to give bounties for every ton of sugar produced. In Canada and 
many other countries, bounties of so much per ton of iron and steel 
manufactures are granted in order to induce manufacturers to 
construct factories and support industries. 

Subsidies. —Another frequent means of rendering assistance to 
a new or struggling industry is to grant a single or an annual sub¬ 
sidy for a certain period to an undertaking. The practice is very 
common in “ new countries,” such as Mexico, Brazil, etc., in 
which the Government is very desirous of creating industries. 

Docks and Bonded Warehouses. —It is to be presumed that 
most of our readers are familiar with the use of docks. Here ships 
load and unload, and in the vast warehouses which line the basins 
are stored the greater part of the imports until such time as they 
are forwarded to their final destination. As can readily be seen, 
the payment of duties on some cargoes of highly-taxed commodities, 
such as tobacco, wines, etc., involves the payment of large sums, and 
if no provision to the contrary were made, an importer might be 
called upon to find a large sum of money to pay duties on consign¬ 
ments long before he had sold them, or, indeed, on consignments 
which came to this country merely for transhipment to another. 
By means of the bonded warehouse this difficulty is overcome. 
This is under the supervision of the customs officials, and in it are 
stored dutiable articles until the duty has been paid, or until they 
are re-exported. If, for example, a merchant has various consign¬ 
ments of wine sent to London, and a fortnight later sells them to 
Holland, he may blend them within the warehouse and then sell 
them to Holland without having to pay any duty, the wine in such 
cases being shipped direct " out of bond.” 

Ports and Docks vary in many important respects. Some are 
mainly receiving ports while others, like Cardiff, have a large 
export trade but comparatively little imports. 
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On the engineering aspect diverse theories exist. Closed docks, 
tidal or gateless docks, and riverside wharves or jetties each have 
their advocates ; and in the British and nearer Continental ports 
the advantages of each system may be studied. London has both 
closed docks and riverside wharves. Liverpool is a port of closed 
docks. Glasgow possesses tidal docks and riverside wharves. 

At some ports spacious warehouses are found in close proximity 
to the discharging berths, and storage, sampling and working 
valuable produce is an important function of the dock staff. Other 
ports are little more than points of junction between ship and rail: 
instead of warehouses extensive sidings are the chief feature, and 
the bulk of the imports pass into direct consumption. 

A consideration rarely appreciated is that of port ownership 
or management. Some ports are controlled by a public authority 
elected by those interested, or appointed by or from the local 
municipal body. Many are the property of the great railway 
companies, while others are privately owned. It may be expected 
that, other things being equal, ports under public control will 
offer the lowest remunerative rates. Conversely, private ownership 
would justify the assumption that as much as possible will be made 
from traffic, subject to the law of competition. Railway companies 
sometimes offer extremely low dock charges to secure traffic over 
their system. 


Questions 

1. What do you understand by the term " International Trade" ? 

2. “ A nation can only pay for products and commodities which 

it imports by means of the products and commodities which 
it exports." Explain the meaning of this. 

3. The Board of Trade classify imports and exports in four 

classes. What are they ? 

4. What are the circumstances that lead to an international 

exchange of products ? 

5. Give a definition of the term " Balance of Indebtedness." 

6. What accounts for the apparent discrepancy between the value 

of exports and imports ? 

7. Specify twelve important articles of export. 

8. State a few of the articles of import on which customs duties 

are levied. 
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9. State the difference, if any, between customs duty and 

excise duty. 

10. What is a drawback ? 

11. Write a short account of (a) Protective Tariffs; ( b ) Most- 

Favoured-Nation Clause ; (c) Bounties ; (d) Subsidies. 

12. For what purpose are bonded warehouses used ? 



CHAPTER XXII 


THE BOARD OF TRADE—CHAMBERS OF COMMERCE— 
CONSULS 

In an age when one is accustomed to find a number of books dealing 
with every single subject under the sun, it is surprising how little 
appears to have been written regarding the history, organisation 
and functions of our large Government departments. The business 
man and commercial student should, at least, have some knowledge 
of those Government departments which have to do with trade. 

Board of Trade. —The history of this department dates from 
1660, when Charles II created two separate councils for Trade and 
Foreign Plantations. In 1672 these were consolidated into one 
department, which was abolished three years later, but came into 
existence again in the year 1695. In 1782 it was again done away 
with, but in the year 1786 the existing department was created as 
a permanent committee of the Privy Council. The whole history 
of the United Kingdom shows how organisations corresponding to 
the requirements of modern times have been grafted on to old-time 
institutions, and, instead of there being, as is the case in most 
European countries, and as has repeatedly been urged by the 
Associated Chambers of Commerce of the country, a Minister for 
Trade and Commerce, the commercial interests of the country 
are still in the hands of a board, the ex-officio members of which 
are the Lord Chancellor, the Archbishop of Canterbury, the First 
Lord of the Treasury, the Chancellor of the Exchequer, the Speaker 
of the House of Commons, and the Secretaries of State. It should 
not be inferred from these remarks that the Board of Trade does 
not satisfactorily fulfil its functions, for in actual practice it is, like 
most Government departments, managed by able permanent 
officials and‘a Cabinet Minister, who occupies the post of President 
of the Board of Trade. 

Naturally enough, the Board of Trade is constantly growing in 
importance. Its work is not so much of an administrative nature, 
as is the case with the other great Government departments, the 
Ministry of Health, the Office of Works, the Ministry of Agriculture 
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and the Board of Education, but its functions consist largely 
in regulating industries. The department deals not only with 
trade itself, but with the principal agencies of trade, and particularly 
with transportation, both by sea and by land. 

To give a general notion of the activities of the Board of Trade, 
it may be said that its four main functions are as follows— 

(1) Encouraging and supervising the trade and industry of this 

country. 

(2) Collecting information. 

(3) Registration. 

(4) Inspection. 

The Department of Commerce and Industry is concerned mainly 
with the development of trade, with vigilance, with suggestions, 
with information, and with the duty of assisting national 
commerce and devising and assisting the policy of national 
industry. 

The collection of information includes the compiling of the 
elaborate statistics relating to the United Kingdom, the Dominions, 
and foreign countries, which are published by the Government; 
the monthly and annual trade returns; statistics relating to 
various matters concerning the country's industries, etc. The 
annual returns compiled by the Department are most comprehensive. 
Its activities are not confined to mere routine work, special reports 
being issued from time to time. Probably most valuable and 
certainly most quoted of all are the monthly trade statistics 
issued by this department. These monthly trade returns are 
issued as soon as possible after the end of every month, and, in 
their summarised form, are immediately published in all the news¬ 
papers. From them it is possible to tell the general progress of the 
trade of the country both in bulk and in value, and they give in 
great detail the quantities and values of our imports and exports to 
and from every other country. The monthly returns show the 
figures for the last month and at the same time the figures for the 
year up to and including the last month. At the commencement 
of the reports is given a summary under the different headings 
into which the full return is divided. 

Under the third function, viz., registration, is to be included 
the vast task of keeping account of all the joint-stock (limited 
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liability) companies, and limited partnerships, examining and 
recording patents and trade-marks, keeping a register of ships and 
seamen, and maintaining the standard of weights and measures. 
The conduct of bankruptcy cases is also in the hands of the Board 
of Trade. 

Under the fourth function, viz., inspection, may be grouped the 
inspection of merchant vessels to insure their being in a seaworthy 
condition, and that they are properly laden and equipped ; also the 
control over harbours and railways with the right to make enquiry 
into the occasion of disasters at sea and railway accidents. It also 
makes regulations as to the accommodation and capacity of passenger 
vessels, and as to the examination of ships' captains and mates. 

The Board of Trade exercises administrative control over light¬ 
houses, buoys and beacons, which are maintained by Trinity 
House, an ancient corporation composed of self-elected brethren, 
but financially under the Board's control. The Board of Trade 
also receives, examines, and presents to Parliament annually the 
accounts of life assurance companies. 

Until 1918, the Board of Trade was divided into six depart¬ 
ments, viz., Commercial, Labour and Statistical Department; 
Railway Department; Marine Department; Harbour Department; 
Financial Department; Exhibitions Department ; but when the 
reorganisation (referred to below) took place, many changes 
were made. 

Although very valuable assistance had been rendered to com¬ 
merce by the Board of Trade, many business men were of opinion 
that its sphere of usefulness might be considerably extended. 
During the great European War, it was realised that, after the 
war, much greater demands than heretofore would be made on 
the Board of Trade, and it was essential that steps should be 
taken to strengthen and improve the organisation of the Depart¬ 
ment with a view to affording the assistance required for the main¬ 
tenance of our commercial and industrial position. With this end 
in view, a scheme of reorganisation was framed, and the work of 
the Board of Trade is now organised in two main divisions or depart¬ 
ments, viz., the Department of Commerce and Industry, and the 
Department of Public Service and Administration. 

As we Lave seen, the Department of Commerce and Industry is 
mainly concerned with the development of trade, and with the duty 
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of thinking out and assisting national, commercial, and industrial 
policy. 

The Department of Public Services Administration is primarily 
engaged in the exercise of statutory and other administrative 
functions of a permanent nature with regard to trade and 
transport. It therefore includes the work formerly performed 
by the Marine, Harbour, Companies, and Bankruptcy Departments. 

Department of Commerce and Industry.— The Department 
of Commerce and Industry is concerned with a great number and 
variety of matters, and is accordingly subdivided into a number 
of sections or departments. 

It is an important feature of the scheme of reorganisation that 
the heads of departments should be enabled to make frequent 
visits to the chief centres of commerce and industry at home and 
abroad, with a view of widening their knowledge and experience, 
and also of giving them that personal acquaintance with manu¬ 
facturers and merchants and industrial conditions which is essential 
if the Board of Trade is to command the general confidence of 
the trading community. The arrangement of duties and staff 
is therefore of such a nature as to allow of this feature of the scheme 
being developed as far as practicable. 

The sections of the Department of Commerce and Industry— 
including the Department of Overseas Trade (Development and 
Intelligence), which is a joint department of the Board of Trade 
and the Foreign Office, and is referred to on page 357, are as 
follows— 

{a) Commercial Relations and Treaties (the former Commercial 
Department), including such matters as commercial treaties and 
agreements, Empire and foreign tariffs and trade regulations, and 
all other matters within the scope of the Board of Trade which 
involve representations to, or negotiations with, Governments 
within the Empire or foreign Governments relating to the protec¬ 
tion and furtherance of British commercial and shipping interests 
in the Empire and in foreign countries. It possesses an Imports and 
Exports Licensing Section. 

(b) Mines . This was established by the Mining Industry Act of 
1920, for the purpose of securing the most effective development and 
utilisation of the mineral resources of the United Kingdom, and the 
safety and welfare of those engaged in the mining industry. It is 
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under a Parliamentary Secretary who is known as the Secretary 
for Mines. 

(c) Overseas Trade (Development and Intelligence). (Joint Depart¬ 
ment of Board of Trade and Foreign Office.) The functions of the 
Board of Trade with respect to commercial intelligence and over¬ 
seas trade development in connection therewith, including the 
control of the Trade Commissioner Service, and relations with the 
Commercial Attach^ and Consular Services, are exercised through 
the new joint Department of the Board of Trade and Foreign 
Office, whose work is described on page 357. The Department 
also carries on the work of the late Exhibitions Branch of the Board 
of Trade. Measures are taken to avoid overlapping, and to secure 
proper co-ordination between this department and the various 
sections of the Department of Commerce and Industry by constant 
communication and close co-operation. 

(d) Industries and Manufactures. A new department dealing 
with home industries, with special reference to their development 
and stability, production, and the economic strength of the country 
generally ; with questions of policy connected with trade monopolies 
and combinations, alien penetration into British industries, and 
the promotion of new trades. This section also deals with matters 
within the scope of the Board of Trade relating to reconstruction 
of British industries and trades. 

(e) The Standards Department has the custody of Imperial 
and Secondary weights and measures, and deals with questions 
arising out of the Weights and Measures Acts. 

(/) Industrial Property . This department includes the Patent 
Office, but not only does it administer the law relating to patents, 
designs, trade-marks, and copyright, but is also charged with 
dealing with all branches of industrial property from the point of 
view of commercial and industrial policy, including both the en¬ 
couragement of invention and the protection of the commercial 
public from the abuse of monopoly It also advises on international 
questions relating to the protection of British traders against 
infringement of their rights in foreign countries. For these purposes 
the department is in close touch with the other sections of the 
Department of Commerce and Industry. The head of the depart¬ 
ment is the Comptroller-General of Patents, Designs, and Trade- 
Marks. 
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(g) Industrial Power , Transport and Economics . A new depart¬ 
ment charged with the consideration of all questions of general 
policy relating to transport in its commercial aspect. It also 
deals with questions of policy relating to industrial power, including 
electricity, gas and water power for industrial purposes, the con¬ 
servation of fuel, petroleum, etc. 

(h) Statistics, This department combines the work of the 
Census of Production Office with a centralisation and consolidation 
of the work of collecting and classifying statistical returns formerly 
carried out by various sections of the Board of Trade. This im¬ 
portant function enables the outside public to learn something of the 
present commercial and industrial state of the country, and of 
possible outlets for trade in other countries. It includes two im¬ 
portant branches, viz. the Census of Production Office and the 
Industrial Inquiries Office. 

(i) Intelligence and Parliamentary. This is a new department with 
general and Parliamentary duties. 

The Department of Commerce and Industry keeps in close touch 
with the Department of Scientific and Industrial Research, and with 
other organisations, such as the Imperial Institute and the National 
Physical Laboratory, whose work has a bearing on any of the matters 
with which the Department is concerned. 

Department of Public Service and Administration. —This 
branch of the Board of Trade is concerned mainly with the adminis¬ 
tration of a number of important statutes relating to trade and 
transport. The following are the chief divisions of the department— 

1. The Mercantile Marine Department administers through a staff 
of Surveyors, Superintendents, Examiners, and other officers at the 
ports, the statutory provisions regulating merchant shipping and 
seamen, and is accordingly responsible for dealing with safety of 
life at sea, registry and tonnage of ships, the examination of 
masters, mates, engineers and fishermen, the engagement, dis¬ 
charge, and payment of seamen, inquiries into wrecks, etc. A 
sub-department of the Marine Department (the General Register 
and Record Office of Shipping and Seamen) keeps the registers of 
ships, issues certificates to officers, and has custody of official logs, 
agreements, etc. 

The duties formerly undertaken by the Public Utilities and Har¬ 
bour Department, in connection with lighthouses, foreshores, tidal 
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waters and navigation, wreck and salvage, and pilotage, are now 
included in the Marine Department. The Pilotage Department is 
under the control of a Pilotage Commissioner. It has financial 
control over Trinity House. 

2. The Companies Department is responsible for the general 
administration of legislation with regard to the Government control 
of Joint-Stock Companies, and has duties under the Registration 
of Business Names Act, 1916; the Companies Act, 1929; the Assur¬ 
ance Companies Act, 1909; the Arts Unions Act, 1846; and other 
Acts. The department exercises supervision and control over Official 
Receivers connected with the winding up of Companies in the High 
Court and the County Courts. 

3. The Bankruptcy Department is responsible for the adminis¬ 
tration of legislation relating to Bankruptcies and Deeds of Arrange¬ 
ment, and exercises supervision and control over Official Receivers 
in Bankruptcy of both the High Courts and the County Court. 

General. —The General Departments serving the Board of 
Trade, as a whole, are— 

1. The Solicitors' Department , which advises the Board of Trade 
on legal questions connected with the various matters administered 
by them, and has the conduct of Petitions of Right, actions, various 
proceedings in court relating to Patents, Trade-Marks, Companies 
and Bankruptcy questions, prosecutions under various statutes, 
shipping inquiries, etc.; 

2. The Finance Department , which not only deals with all the 
accounting required in connection with the various services of the 
Board of Trade, but also administers certain financial sections of 
the Merchant Shipping Act relating to such matters as estates 
of deceased seamen, seamen's savings banks, relief, repatriation 
and wages of seamen left abroad, the lighthouse services in the 
United Kingdom and abroad, etc.; and 

3. The Establishment Department , which deals with questions 
of staff, accommodation, and other matters of office management 
affecting the Board of Trade as a whole, and which has recently 
been strengthened in view of the importance of securing smooth 
working by means of efficient internal arrangements. 

The Board of Trade Journal is the official publication of the 
Board of Trade, and contains information and announcements 
regarding the various activities of the Board of Trade and the 
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Department of Overseas Trade (Development and Intelligence), 
and particulars of overseas markets derived through the improved 
and developed service of Trade Commissioners within the Empire 
and of Commercial Attaches and Consuls in foreign countries. 

The Department of Overseas Trade {Development and 
Intelligence ).—Although mention has already been made of this 
department, a more extended reference is desirable, owing to the 
importance of the work entrusted to it. The likelihood of there 
being a great demand for the collection and diffusion of com¬ 
mercial intelligence after the cessation of hostilities was recog¬ 
nised by the Foreign Office and the Board of Trade, and both 
these departments considered plans for developing and improving 
the arrangements for acquiring and disseminating commercial 
intelligence. The result was the formation of the Department 
of Overseas Trade, which is a joint department of the Foreign 
Office and the Board of Trade. The former deals with all ques¬ 
tions concerning the direction and organisation of the Commercial 
Attach^ and Consular Services ; while the latter collects and classi¬ 
fies, in a form convenient for reference, information on all subjects 
of commercial interest. The Board of Trade also supplies, on 
application, information with regard to foreign and Colonial con¬ 
tracts open to tender, and other openings for British trade; lists 
of manufacturers at home and lists of firms abroad engaged in 
particular lines of business in different localities; foreign and 
Colonial tariff and Customs regulations; commercial statistics ; 
forms of Certificates of Origin ; regulations concerning commercial 
travellers ; sources of supply ; prices, etc., of trade products ; ship¬ 
ping and transport, etc. 

Samples of foreign competitive goods and commercial products 
are exhibited at the offices of this department, which also has the 
management of the British Industries Fairs organised by the 
Board of Trade. Manufacturers and traders who wish to receive 
early information respecting new trade openings, or who require 
reports on foreign competition and other matters likely to be of 
interest, may, for a small fee, have their names included in the 
Special Register, which is open to any approved British firm, but 
not to a non-British trader. The information, supplied by the Trade 
Commissioners and the Consular representatives, is circulated to 
firms on the Register as quickly as possible after receipt. 
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Another activity of the Department of Overseas Trade is the 
furnishing of information regarding possible importers of goods 
of British manufacture, their commercial and financial status, 
their local and European references; the goods particularly required, 
terms of trading, and the language in which correspondence should 
be carried on. 

A further important feature is that the department is assisted 
by an Advisory Committee of business men. 

Trade Commissioners. —In order to bring about a closer 
co-operation in commercial matters between the various parts 
of the British Empire, the services of Trade Commissioners are 
being considerably extended. The office of Trade Commissioner 
is of quite recent origin. 

In 1907, attention was called to the need for official commercial 
representation of the United Kingdom in the self-governing 
Dominions and, as a result, four Trade Commissioners were 
appointed : one for Canada and Newfoundland, and one each for 
Australia, New Zealand, and South Africa. 

Among the functions of a Trade Commissioner, it is his duty— 

(1) to keep in close touch with the Government and State 
authorities in the Dominion to which he is attached ; 

(2) to visit the principal commercial centres in his area 
and establish touch with the members of the commercial 
community ; 

(3) to study and report upon the tariff laws, and Customs 
regulations, as well as legislation affecting banking, patents and 
copyrights, shipping, harbours, etc.; 

(4) to watch the imports into the Dominion, to furnish 
reports on the best methods of meeting foreign competition, 
and to furnish reports on financial and trade conditions ; 

(5) to forward early information as to contracts open, or 
likely to be open, to tender, the opening of new industries, and 
the extension of public works; 

(6) to make an annual general report on the conditions and 
prospects of trade in his area, and to supplement it by special 
reports or monographs dealing as exhaustively as possible with 
particular questions which are likely to be of interest to British 
firms. 
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The number of Commissioners has now been increased. 

Commercial Attaches, who are " officers invested with a diplo¬ 
matic character, and whose functions exclusively consist in assist¬ 
ing British traders and furthering the interests of British com¬ 
merce," have been appointed in various countries. This service 
has also been considerably enlarged recently. 

Consuls. —Consuls are officials resident in commercial centres 
abroad who are appointed by the Government to look after and 
promote British commercial interests. There are various grades, 
ranging from Consul-General to Vice-Consul or Pro-Consul, and one 
of these officials is to be found in every considerable port and in 
every city of commercial importance. In ports resort is often 
made to the Consul in connection with any difficulties encountered 
by ships* captains or sailors with the authorities, and although the 
Consul's duties are primarily in connection with commerce, use is 
made of him in a variety of ways, he being generally the only 
official representative of his country in the town in which he is 
stationed. For example, if for any purpose a document emanating 
from a foreign country is required in the United Kingdom bearing 
the seal of a notary or any foreign official, the mere fact that it 
purports to be signed and sealed or stamped by a person describing 
himself as a notary or as occupying any other official position is 
not proof and cannot be accepted as evidence that it is genuine; 
if, however, the British Consul certifies underneath such signature 
of the notary or other official as to the authenticity of the signature 
and position of such official, the document is thereby rendered 
valid for use in the United Kingdom. Consuls are also empowered 
to impress documents with British stamp duty where necessary, 
and any British subject who gets into difficulties, legal or otherwise, 
in a foreign country, may appeal to the nearest British Consul, 
when he may rely upon receiving such assistance as may be possible, 
or upon the matter receiving the necessary investigation. Each 
year, the Consul-General or the Consul prepares and sends to the 
Foreign Office a report upon the trade conditions of the district 
in which he is stationed. Included in these reports are the 
reports of Vice-Consuls stationed at centres within the jurisdic¬ 
tion of the Consul or Consul-General. Some of these reports are 
documents of great value and of interest to the commercial 
community. 
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In some towns the practice still obtains of having unpaid Consuls, 
the posts being honorary and often filled by a native of the country. 
This practice is, however, being abandoned, and the Consul in an 
important city receives anything between £600 and £1,000 per 
annum, with a separate allowance for office rent and clerical 
assistance. 

Ministry of Transport. —The Ministry of Transport Act, 1919, 
established a Minister of Transport for the purpose of improving 
the means of, and the facilities for, locomotion and transport. 
There were transferred to the Minister all powers and duties of any 
Government Department in relation to (a) railways; (b) light 
railways ; (c) tramways ; (d) canals, waterways and inland naviga¬ 
tions ; (e) roads, bridges and ferries, and vehicles and traffic thereon ; 
(/) harbours, docks and piers; including any powers and duties 
of any Government Department in relation to any railway, light 
railway, tramway, canal, inland navigation, harbour, dock, pier, 
or other undertaking concerned with any of the matters aforesaid. 

The Act empowered the Minister— 

(1) To grant through runnings on adjoining tramways belonging 

to different owners, if necessary settling the terms of 
through running. 

(2) To establish transport services, subject to approval by the 

Treasury of the estimated cost of capital expenditure, and 
authority of Parliament. 

(3) To order the strengthening of bridges, etc., provided that 

the pecuniary liability of any railway company, canal 
company, etc., shall not be enlarged. 

(4) (a) To hear an appeal when a local authority has refused 

to grant a licence to ply for hire with an omnibus or has 
imposed conditions. 

(6) To make such orders as he may think fit. 

(5) To purchase privately-owned railway wagons and to appor¬ 

tion them among the railways. 

(6) To make advances for the “construction, improvement or 

maintenance” of statutory transport undertakings (rail¬ 
ways, canals, etc.), and the “promotion and improvement 
of transport services by land or water,” any advance 
exceeding one million pounds to be sanctioned by resolu¬ 
tion of the House of Commons. 
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(7) To classify roads for the purposes of advances for their 

construction, improvement or maintenance and (by agree¬ 
ment with the local authority) to defray half the engineer's 
or surveyor's salary and establishment charges. 

(8) To require the rendering of certain statistics, accounts, and 

returns by statutory undertakings, or persons liable to 
maintain public highways or bridges. 

(9) To hold such inquiries as he considers necessary. 

(a) He may order witnesses to attend subject to payment 

or tender of reasonable expenses, any such person not 
complying with the Minister's order to be liable, on 
summary conviction, to a fine not exceeding five 
pounds. 

(b) The person holding the inquiry may administer oaths 

and take evidence on oath. 

Chambers of Commerce. —Chambers of Commerce are associa¬ 
tions of business men working, first, for the benefit of their individual 
members, second, for the benefit of the commercial community 
in the town or district they serve, and third, by acting in concert 
with other Chambers of Commerce, to voice the needs and wishes 
of the whole commercial community of the country. It is advisable 
at the outset to bear in mind an important distinction between 
British Chambers of Commerce and foreign Chambers of Commerce. 
In most foreign countries Chambers of Commerce are semi-official 
bodies consisting of a fixed number of representatives as a com¬ 
mercial community elected by the business men of the district. 
These Chambers of Commerce are usually in close touch with the 
Ministry of Commerce, and are often entrusted with the operation 
of public undertakings of commercial importance, such as harbours, 
docks, warehouses, etc., and have the power of levying taxation 
upon the commercial community within their jurisdiction. 

In the United Kingdom, however, a Chamber of Commerce is a 
voluntary association of business men, and is in no way connected 
with the Government. 

If we glance at the work and constitution of the London Chamber 
of Commerce, we shall gain an idea of the purposes these institutions 
serve, although it is apparent that a Chamber of Commerce in a 
smaller town would not have so many departments, sections or 
activities as that of a great commercial city. 

*4 
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The objects of the London Chamber of Commerce are, in its own 
words— 

(1) The promotion of the trade, commerce, shipping and 

manufactures of London, and of the home, colonial, and 
foreign trades of the United Kingdom. 

(2) The collection and dissemination of statistical and other 

information relating to trade, commerce, shipping, and 
manufactures. 

(3) The promoting, supporting, or opposing legislative or other 
measures affecting the aforesaid interests. 

(4) The undertaking by arbitration the settlement of disputes 

arising out of trade, commerce, or manufactures. 

(5) The doing of all such other things as may be conducive to 

the extension of trade, commerce, or manufactures, or 
incidental to the attainment of the above objects. 

The number of members of the London Chamber of Commerce 
is considerable enough in itself, but not commensurate with the 
magnitude of the commercial interests of the capital. It has 
a President and a number of Vice-Presidents, men prominent 
in business life, and is governed by an elected council of thirty 
members, to which are added a certain number of gentlemen 
nominated by various London mercantile associations as their 
representatives on the council. The Lord Mayor, the Governor 
of the Bank of England, the Chairman of the Stock Exchange, 
and the Members of Parliament for the City of London are ex-officio 
members of this council. 

A Chamber of Commerce performs much the same general services 
for its members as does the Department of Commerce and In¬ 
dustry of the Board of Trade for the commercial community at 
large, but the Chamber of Commerce will naturally take more 
personal trouble in the interests of its members. The London 
Chamber of Commerce has a very complete commercial library 
and reading room, containing trade and business publications 
from all parts of the world. There are also members' rooms, and 
it may in a measure be termed a commercial club. When any 
question of general commercial interest is in the foreground, the 
Chamber calls a general meeting of members, and sometimes a 
public meeting to which commercial men, whether attached to the 
Chamber or not, are invited. It also arranges for a number of 
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lectures on trade openings in various countries or on special subjects 
by men entitled to speak with authority on these subjects, and it 
acts generally as the guardian of the interests of the commercial 
community of the great city in which it is situated. Like every 
other Chamber of Commerce it performs a number of small services 
for its members in connection, for example, with certificates of 
origin, advice as to customs duties, shipping charges, etc., and the 
London Chamber has a well organised employment department and 
has performed a national service in organising a scheme of commercial 
education, in connection with which it holds annual examinations. 

The real practical work of the Chamber is, however, performed by 
means of the various sections, it having soon been found that, in 
addition to combining all interests for effecting common objects, 
it was absolutely essential that some machinery should be instituted 
whereby the interests of one particular trade or a series of allied 
trades could be served. There are more than sixty-five trade sec¬ 
tions of the London Chamber of Commerce, whose business it is to 
look after the interests that have to be served by an institution 
representative of the entire commercial community. The following 
list will convey an idea of the variety of interests served by these 
sections— 


Advertising Section 
Australasian Trade Section 
Bakery and Confectionery Sec- 
Bookbinding Section [tion 
Canadian Trade Section 
Coal Trade Section 
Coffee and Cocoa Trade Section 
Canned Goods Trade Section 
Chemical Trade Section 
China and Glassware Section 
East African Section 
East India Section 
Electrical and Allied Trades 
Section 

Engineering and Allied Trades 
Section 

Fancy Goods, China, Sports 
and Games Trades Section 


Far Eastern Section 
Financial Section 
Fur and Skin Trade Section 
Furnishing Trade Section 
Green Fruit and Vegetable Sec- 
Leather Trade Section [tion 
Petroleum and Allied Trades 
Section 

Provision Trade Section 
Retailers' Section 
Russian Trade Section 
Scientific Instrument, Optical, 
and Photographic Section 
Silk Trade Section 
South African Section 
Textile Trade Section 
Manufacturers' Section 
Metal Trades Section 



964 


THEORY AND PRACTICE OF COMMERCE 


Owners of Proprietary Articles 
Section 

Paint and Varnish Manufac¬ 
turers' Section 
Tobacco Trade Section 


Watch Trade Section 
West African Section 
White Lead Corroders' Section 
and others 


It might be asked, what precisely do these Trade Sections do ? 
The answer is that any member may bring up a grievance or 
question affecting that particular trade, when it is considered by the 
Section or Committee and representations are made to the authori¬ 
ties by means of correspondence or deputations, or the local Members 
of Parliament may be asked to take up the matter, or a resolution 
may be brought forward at the next meeting of the Chamber and, 
if of sufficient importance, at the next meeting of the Associated 
Chambers of Commerce. 

For the consideration of some matters of general interest to the 
commercial community, the Chamber appoints special committees, 
as, for example, that appointed to enquire into the question of 
the gold reserves of the country. 

Chambers of Commerce are often consulted by the Board of 
Trade in connection with proposed legislation, and thus form a most 
convenient link between the commercial and trading community 
of the country and the Government. For example, when the Board 
of Trade was considering the placing of the Port of London under 
a special authority instituted for the purpose, it confidentially 
consulted the London Chamber of Commerce as to the selection 
of the elected members of the Authority, and subsequently a Sub- 
Committee of the Port of London Authority invited certain Tnde 
Sections of the Chamber to forward their observations on a pro¬ 
posed draft schedule of maximum port rates. No less than 
twenty-one of the Trade Sections of the Chamber submitted 
observations or criticisms of the draft schedule in regard to 
matters with which they were specially concerned, and later 
the Port Authority received a deputation from these Sections, 
as a result of which several important concessions were made, 
and in some cases the Sections were invited to submit alternative 
proposals. 

Another side of the Chamber's activities is to oppose or support 
certain Bills in Parliament affecting commercial interests. For 
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example, the Cement Trade Section was successful in securing 
the express exemption of chalk and clay from the mineral rights 
duty, and the Chamber also petitioned against the Great Northern, 
Great Central, and Great Eastern Railway Amalgamation Bill, 
which was dropped after the second reading. 

We mention these specific instances, not because they are of 
more importance than others, but because it is much easier, by 
giving actual cases of this nature, to show the various directions in 
which an active Chamber of Commerce can serve the interests of 
the commercial community. 

There is an Association of Chambers of Commerce of the United 
Kingdom which meets twice a year, and which is really a parliament 
of commerce, attended by representatives of each Chamber, at which 
resolutions of national importance are put forward, discussed, and 
voted upon. This is probably the only effective means that the 
business men of the country, as such, have of bringing their wishes 
before Parliament. 

The subscription rates to Chambers of Commerce are not as high 
as might be thought. In the case of the smaller Chambers the 
annual subscription is one guinea, or at most two guineas. The 
rates, therefore, are low enough to enable a trader of any import¬ 
ant standing to become a member, especially in view of the great 
service that the Chamber will render him. The more members 
there are, the more influential the Chamber will be. 

The annual reports issued by Chambers of Commerce are usually 
of considerable interest and value as showing the state of affairs 
of the industries in the part of the country in which they are 
situ ted. Chambers of Commerce in smaller towns are, of course, 
much more closely connected with one or two industries than can 
possibly be the case with so widespread a Chamber as that of London, 
and in some very small places they are little more than shopkeepers' 
associations working together for the benefit of the trade of the 
town. 

British Chambers of Commerce Abroad. —There are a certain 
number of British Chambers of Commerce abroad devoted to the 
furtherance of trade between the United Kingdom and the country 
in which they are situated. Membership is open to firms and 
individuals in either country and is usually inexpensive, being 
seldom in excess of two guineas per annum. Such foreign Chambers 



ooo 


THEORY AND PRACTICE OF COMMERCE 


of Commerce are most useful to firms having business relations 
with the country in which they are situated; they will usually 
find suitable agents, give information derived from a study of 
conditions on the spot as to opportunities for business, and will 
often collect debts and perform small services of a similar nature 
which at home might be considered outside the sphere of a Chamber 
of Commerce. 

On the other hand, there are a number of foreign Chambers 
of Commerce in the United Kingdom which are similarly 
useful to business men in both countries. Subscription rates 
here also are much the same as those of the British Chambers 
abroad. 

Many Chambers of Commerce, both home and foreign, publish 
monthly or quarterly journals containing an amount of specialized 
information. 


Questions 

1. Give a very brief account of the history of the Board of 

Trade. 

2. Into what departments is the Board of Trade divided ? 

3. What are the chief duties of the Department of Commerce 

and Industry of the Board of Trade ? 

4. What information may a business man obtain from a perusal 

of the Board of Trade Returns ? 

5 State in a general way the functions of the Board of Trade. 

6. What services does the Department of Commerce and Industry 

render to the business community ? 

7. If you required some information regarding the state of trade 

abroad, to what department of the Board of Trade would 
you apply ? 

8. What is a Chamber of Commerce ? 

9. State briefly the objects of a Chamber of Commerce. 

10. What services do Consuls render to commerce ? 



CHAPTER XXIII 


MONEY MARKET—BANK OF ENGLAND—FOREIGN 
EXCHANGES 

Throughout this chapter the word “Bank” with a capital “B” 
means Bank of England, whilst “bank” with a small “b” means 
any other commercial bank. 

Money Market. —The money market, which is centred in London 
around the Bank of England, consists on the one hand of a number 
of bill-brokers who wish to borrow money wherewith to discount 
bills which they receive from industry and trade, and on the other 
hand of all those people, such as the leading banks and the large 
insurance companies, etc., who have money to lend. In addition 
to the banks which are the bulwark of the market, there are fre¬ 
quently large industrial companies which have large sums available 
for lending on very short terms, such as the great railway companies. 
The market is thus a market in the strictly economic sense, in that 
it consists of all the would-be purchasers and the would-be sellers 
of a commodity at a given moment, irrespective of membership 
of any organisation or entry to any building. 

“Market” is here used as a general term, and not as representing 
a building, or even any special assembly of dealers, as the bulk of 
the business which falls within the province of the money market 
is done by quick calls from office to office. The term “money 
market” often gives rise to some confusion in the minds of indi¬ 
viduals who cannot see how money, which has apparently a fixed 
value, can be like other commodities, rising and falling in price. In 
the money market sense, however, the commodity “money” is the 
loan of a given sum for a certain period, and the price means the fat? 
of interest that has to be paid for such loan, be it in the shape of a 
straightforward loan of a sum of money against the deposit of 
collateral security in the shape of property deeds, stocks, shares, 
etc., or by discounting bills of exchange due some time ahead. 

The Bank of England. —The Bank of England being the pivot 
of the money market, some knowledge of its history and constitution 
is necessary to a comprehension of monetary matters. 

367 



388 THEORY AND PRACTICE OF COMMERCE 

The formation of the Bank of England dates from the year 1694, 
six years after the expulsion of James II. The Government of 
William III was in sore need of money with which to carry on the 
war with France, and the country was groaning under the heavy 
burden of taxation with which it was afflicted. At its wits' end to 
find additional funds, the Government at last adopted a plan put 
forward by a Scotsman, William Paterson, whereby the joint-stock 
principle should be applied to a large banking business, the capital 
subscribed being lent to the Government at 8 per cent interest, 
the lending company being incorporated by Royal Charter granting 
limited liability (which at that time was a highly valued and rare 
privilege), and the company having power to issue notes, i.e. paper 
money, equivalent in amount to the sum lent to the Government. 
The capital was subscribed by the merchants of the City of London, 
and it is interesting to note that, as Macaulay has pointed out, the 
Bank of England was, at its inception and during several generations, 
really a political organization, being wholly Whig in character. 
Had it ceased to receive interest on its capital, the whole of which 
it had lent to the Government, it would have had to stop payment, 
and there was no doubt that had James II returned to the throne 
this would have occurred. In addition to the 8 per cent per annum, 
the Bank received an annual sum of £4,000 towards its management 
expenses. The notes issued by the Bank rapidly became a popular 
form of currency, for the coinage was in a bad condition, and the 
need of a good circulating currency had been felt for a long time. 

From the outset, and at all times in its history, the Bank has 
always been a private institution owing no allegiance to anyone 
other than its stock-holders, exactly the same as any other private 
trading company. It has, naturally, gathered immense prestige 
from the fact that it has always been the banker to the British 
Government, but it is important to remember that it is in no way 
under the control of the Government, and in fact there have been 
times when the Government has complained very bitterly that the 
Bank had taken a certain course without advising the Chancellor 
of the Exchequer beforehand. 

In 1708 the Bank was given practically the monopoly of joint-stock 
banking in England and Wales, for Parliament passed an Act 
making it illegal for any association of more than six partners to 
carry on banking business within the area named, and this Act was 
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not repealed until 1826, when the Bank of England was compensated 
by being made the only joint-stock bank within sixty-five miles of 
the City of London having power to issue notes. At the same time 
the Bank was authorised to establish branches, which it did. 

The peculiar position of the Bank as the officially recognised 
leading bank in London led to it being the subject of much political 
agitation on many occasions, and a number of commissions of 
inquiry as to its action were held around the turn from the eighteenth 
to the nineteenth centuries. Finally, in 1844, the whole position of 
the Bank was thrown into the melting-pot, and in the end a new 
constitution was granted by Act of Parliament under the title of 
the Bank Charter Act of that year. It is noteworthy that this Act 
remained in full force until quite recently, a considerable tribute to 
its sponsors when one considers the vast commercial expansion 
which the nineteenth century witnessed. The main object, however, 
in 1844 was not so much to regulate the Bank as to provide the 
country with a sound currency, and thus the most important part 
of the Bank Charter Act dealt with this topic. The issue of bank 
notes was for the first time to be separated from the purely commer¬ 
cial banking business, and each week a Return in an official form 
was to be published in the London Gazette , each department, one 
for Note Issue and one for Banking, to keep separate books and 
issue separate statements. This Return, slightly modified, has 
continued to be issued each Thursday at noon without a break from 
that time. 

The Bank Act of 1844.—Very briefly this Act enacted that no 
further banks were to be allowed to issue their own notes, but 
existing banks with note issues could continue under certain strin¬ 
gent conditions, most of which were aimed at extinguishing such 
issues as speedily as possible, thereby centring the whole of our note 
issue in the hands of the Bank of England. Under one provision or 
another all these country issues have now been extinguished, the 
last to go being the issue of Messrs. Fox, Fowler & Co., a west 
country private bank which was absorbed by a London bank in 
1921. It thus took seventy-seven years to work out completely in 
this respect the intentions of the Act of 1844. 

The Bank of England was empowered by this Act to issue bank 
notes to the value of £14,000,000 against the security of Government 
stock* and this sum, being in reality based solely on the good faith 
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of the British Government, was called the “fiduciary issue”—from 
the Latin word fiducia (confidence). From time to time additions 
were made to this figure as the other banks let their issues lapse 
under the Act, until in 1928 the fiduciary issue stood at £19,750,000. 
Of this sum an amount of £11 millions (approximately) was repre¬ 
sented by a book entry in the books of the Bank against the 
Government, whilst the remaining £8 millions was represented by 
Government securities. 

Over and above this figure the Bank could issue notes only 
provided that for each £5 note issued five golden sovereigns were 
deposited against it. The gold was, however, allowed to be held 
either in coins or in bullion, and in fact, much of it was habitually 
held in foreign gold coins from time to time; further, silver was 
allowed to be held provided this did not exceed 20 per cent of the 
total amount of metal held, but the Bank had not availed itself of 
this proviso for many years prior to the recent changes. 

Free Gold Market. —In order to obtain a free gold market for 
London, and to facilitate the placing of this country on to a working 
gold standard in 1844, the Bank was also made liable to buy gold 
of standard fineness (see previous sections) in any quantities at a 
fixed price of £3 17s. 9d. per ounce. They were also bound to redeem 
in gold all notes presented for payment which provided the means 
of readily obtaining gold when required for export. In this way a 
free gold market was assured to London, and it was on this basis 
that London became the leading financial centre of the world in 
the closing years of the nineteenth century. 

It is, however, important to note that at times this system was 
too rigid to work equitably, and at times of crisis people hoarded 
gold and notes, and this caused a scarcity of circulating medium 
for carrying on business. On such occasions the way out of the 
difficulty was usually found by suspending the operation of certain 
sections of the Bank Act, and it is noteworthy that on most occasions 
the mere fact of the suspension had the effect of bringing out the 
hoarded notes and gold, thereby restoring the amount of circulating 
medium to its former dimensions and relieving the crisis. Although 
the suspension of the Bank Act and the issue of notes, unbacked by 
actual gold, implies that the Bank would have been in practice at 
such times unable to redeem all its notes in gold, at no time appar¬ 
ently has the ability of the Bank to redeem its notes in gold on 
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demand been very seriously doubted. Why this should have so 
continuously been so is a matter which has been argued over at 
great length without producing any entirely satisfactory explanation. 
It must be regarded as just another example of the perverseness of 
human nature when dealing with currency questions. 

The Bank Return.— To obtain a clearer idea of the present 
situation, it is essential that we should have some knowledge of 
what has gone before, and so a copy of the last Return made by the 
Bank under the Act of 1844 is given hereunder. 

BANK OF ENGLAND 

AN ACCOUNT pursuant to the Act 7 and 8 Vic. cap. 32, for the 
Week ending on Wednesday, 21st November, 1928 

Issue Department 

£ £ 

Notes Issued . . 180,964,085 Government Debt . 11,015,100 

Other Securities . . 8,734,900 

Gold Coin and Bullion . 161,214,085 

£180,964,085 £180,964,085 


Banking Department 


Proprietors' Capital . 14,553,000 

Rest .... 3,204,147 

Public Deposits (includ¬ 
ing Exchequer, Sav¬ 
ings Banks, Commis¬ 
sioners of National 
Debt, and Dividend 
Accounts) . 14,898,189 

Other Deposits . 99,472,105 

Seven Day and other 
Bills . . . 2,591 


Government Securities . 
Other Securities . 

Notes . 

Gold and Silver Coin 


£ 

48,340,327 

34,757,491 

48,161,710 

870,504 


£132,130,032 


£132,130,032 


When it is remembered that the Bank of England is the keystone 
of the financial arch upon which rests all the trade and prosperity 
of this country, the importance of the statement of the weekly 
position of the Bank will be realised, and every student of commerce 
must be able to understand the broad implications of the figures 
of the Bank Return with some facility. It is not really a difficult 
matter when it is kept in mind that the Return is merely a balance 
sheet in an old-fashioned form. 

Taking the statement of the Issue Department first, the figure of 
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notes issued explains itself. On the other side is shown the security 
for these notes. Against £180 millions of notes there was £161 
millions of gold which is an international security, and can be sent 
anywhere in the world in payment of debts. But on looking at the 
Banking Department we see that £48 millions of the notes were held 
by the Bank itself, just as any other banker holds bank notes in his 
till for current needs, and it is obvious that in case of necessity the 
Bank could refrain from asking for gold for these notes, so that the 
notes held by the public amounting to £132 millions were backed by 
more than a pound for pound by gold. But even had the Bank 
cashed all the notes held in the Banking Department, there would still 
have been £113 millions of gold against £132 millions of notes in the 
hands of the public, and as it was hardly feasible that all these notes 
could be presented simultaneously it is obvious that the Bank could 
pay out pound for pound in gold of all that would be presented, and 
as this would necessarily take some time to effect, there would be time 
to obtain from outside sources enough gold to pay the remainder. 
The position was thus exceptionally strong, and one would judge from 
it that our international credit would stand high—as, in fact, it does. 

Turning, then, to the Banking Department, the first item we meet 
is the Proprietors’ Capital. This exactly corresponds to the share 
capital of any ordinary business, and calls for no special comment. 
The Bank of England Stock is dealt in on the Stock Exchange, and 
anyone with the requisite cash can purchase Bank stock just as 
they can buy shares in any other public company. The item called 
Rest is the reserve fund, and in practice is never allowed to fall 
below £3 millions. The amount by which it exceeds this sum is an 
indication to the City of the amount which will be available for 
paying a dividend on the Capital Stock. On the date of the Return 
with which we are dealing, this surplus amounted to just over 
£200,000, as the Bank’s half-year end was drawing near, and the 
Rest was, therefore, reaching what may be roughly regarded as 
very near its highest point. It is a criticism often levelled at the 
Bank of England that it must have tucked away in “hidden 
reserves’’ very large sums which, were they made public, would 
materially affect the public’s view of the Bank’s position. For 
example, the Governor of the Bank was able to tell the stock-holders 
recently that the rebuilding which is now in hand had already been 
provided for to the extent of some £10,000,000, but where this large 
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sum had been kept, or how it had been accumulated, was not 
disclosed. It does mean, however, that for many years the Bank's 
reserves in the item of Rest have been understated by anything 
up to £10,000,000. The practice of having undisclosed inner reserves 
is nevertheless quite common practice in numerous well-conducted 
companies, and is more often regarded as a matter for congratulation 
than otherwise. 

The next item, Public Deposits, is the total of the money lying 
to the credit of the various Government accounts which the Bank 
of England keeps. As the Government's financial year goes round, 
the size of this item is watched closely for the effect it may have 
on the next year's taxation in the Budget. It is very closely inter¬ 
locked with the following item, Other Deposits, which is the total 
of the balances of all the other customers of the Bank, the most 
important of which are the joint-stock and other banks. As the 
Government’s year draws to a close in March, people are normally 
pressed to pay their taxes, and this they do by drawing cheques 
on their private accounts with the joint-stock banks. As these 
cheques are cleared into the Inland Revenue Accounts, they have 
the aggregate effect of increasing the item Public Deposits and 
decreasing the item Other Deposits at the Bank, and by watching 
how these two items react to one another observers can make their 
deductions as to the chances of the dying year's Budget balancing, 
and from that calculate the chances of new taxes having to be 
imposed in the ensuing year. 

There is also another very important use made of the relationship 
between these two items. The size of Other Deposits shows the bill- 
brokers and the Stock Exchange whether the joint-stock banks have 
much spare cash to lend to them on short loans—Money Market 
money, as already described. When the banks are fully lent and 
are likely to be short of such available funds, the signal will be 
hoisted by the shrinkage of Other Deposits at the Bank. When 
this item is large it will mean that bill-brokers will find money easily 
obtainable and at low rates. When the joint-stock banks are short 
of funds the bill-brokers know that they may be driven to borrow 
from the Bank of England, where they will have to pay a higher 
rate than they would normally have to pay to the other banks. It 
will be observed that the Bank of England, functioning purely as a 
bank, is always in a position to lend, for it does not matter for this 
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purpose to whom the credit balances actually belong out of which 
it is going to lend, and the payment of taxes—whatever else it may 
do—only changes the position of the money from one account to 
another so far as the Bank of England is concerned. 

The last item, Seven Day Bills, is a relic of the days when it was 
dangerous to travel on the roads—because of highwaymen, not for 
the modem reasons. By issuing bills payable only after some days' 
delay, it was possible to stop payment should a remittance be way¬ 
laid. Nowadays this item is supposed to be used only for the 
remittance of a small tax, and only for the reason that it has never 
been anyone's duty to order that this particular item might as well 
be credited with other taxes through ordinary channels. The item 
is of no importance, and rarely exceeds the figure shown in this 
particular Return. 

Turning to the other side of the Banking Department half of the 
Return, we see the first item is Government Securities. This includes 
not only the Bank’s own investments in Government Securities, in 
which the Bank will have considerable holdings just like any 
ordinary bank, but also its advances to the Government on tempor¬ 
ary loans. It was a criticism of Bank policy and Government finance 
immediately after the War, that it was impossible to tell from this 
item exactly how much the Government was borrowing (and paying 
interest on) to meet its commitments rather than impose increased 
taxation; in short, by how much it was postponing the day of reckon¬ 
ing for extravagant administration which would eventually have 
to be paid for sooner or later. During the Government’s financial 
year, this item of Government Securities fluctuates considerably as 
the Treasury borrows to meet its daily outgoings pending receipt 
of money from taxation imposed in past Budgets, but not yet 
collected. It will be seen that as money comes into the item Public 
Deposits in the last quarter of the Government year—which is the 
first quarter of the calendar year—the money is thereby provided 
to reduce the item of Government Securities, as temporary borrow¬ 
ings are repaid in order to finish the year with as near a clean sheet 
as possible. 

The next item, Other Securities, comprises not only the private 
investments of the Bank other than in Government bonds, but also 
advances to bill-brokers, Stock Exchange borrowers, and all other 
ordinary customers. When the ordinary banks were unable to laid 
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to these customers owing to shortage of money themselves, and the 
bill-brokers were forced to borrow at the Bank, it was this item 
which showed roughly by its increase the amount which the money 
market was having to find from this source. When, however, the 
item Other Deposits was high and brokers were at the same time 
having to borrow from the Bank, which would be evidenced by an 
increase in Other Securities, it was usually taken as meaning that 
the joint-stock banks were desirous of strengthening their own 
positions, which might arise from a variety of reasons. 

The next item. Notes, has already been mentioned when dealing 
with the Issue Department. By merely walking across the court¬ 
yard inside the Bank these could be presented to the Issue Depart¬ 
ment and exchanged for gold, which brings us to the last item, Gold 
and Silver Coin. The amount of silver coin held in this total is no 
greater than is required for ordinary current needs, and may almost 
be ignored, which leaves us with the position that on the date of the 
Return we are discussing the total of effective gold held was a shade 
over £49 millions. This is most important, for this is the item known 
all over the world as the Bank’s Reserve. The gold in the Issue 
Department is earmarked against the notes out against it and 
cannot, therefore, be touched. The gold shown in the Banking 
Department is the final and ultimate basis of the credit of our 
English monetary system. From this source is found such gold as 
may be needed for export to redress foreign exchanges which are 
going astray, and this is all that exists wherewith to pay out—if 
needed—the sums which go to make up the item Other Deposits 
which, as has already been stated, consists of the balances of the 
joint-stock banks. 

The importance of this may be gauged when it is said that the 
joint-stock banks are merely ordinary customers at the Bank of 
England, and have the right to draw their money out in legal 
tender when they so desire. They, in their turn, are liable to be 
called upon to pay out their own customers, and to meet this 
liability, as is well known, they retain a certain amount of cash in 
their tills. As, however, the banks have the right to draw their 
balances from the Bank of England in cash, they regard these 
balances as being cash for practical purposes, and state so in their 
balance sheets where they group the two items as one, “Cash in 
Hand and at the Bank of England." We have, however, seen that 
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the Bank of England regards them as only ordinary customers, 
retaining only a certain proportion of gold against this huge liability. 
The result of this pyramid is that the proportion which the Bank's 
holding of gold bears to its liabilities assumes an importance far 
larger than the cash holding of any ordinary bank. Before the War 
the proportion of Reserve to Liabilities was usually between 45 and 
55 per cent. Since the War it has been between 30 and 40 per cent, 
the latter figure being quite high according to post-War ideas. In 
the Return shown here the proportion was £49 millions of effective 
gold to £114 millions of liabilities in Public and Other Deposits, or 
roughly 43 per cent. This was, however, higher than the average, 
because this Return was the last issued under the old regime, and 
the Bank was making ready in that period for the taking over of 
the Currency Note issue the following week. Therefore, out of every 
£100 which the Bank of England owed to its customers, the Govern¬ 
ment and the other banks, only £43 was represented by gold, and 
the bulk of this was only gold which might be obtained from the 
Issue Department if required. But we have already seen that some 
£132 millions of bank notes was held by the general public (£180 
millions less £48 millions), and if these were all to be redeemed first 
there would only be left £29 millions of gold in the Issue Department 
to redeem the £48 millions of notes held by the Banking Department. 
The Bank, therefore, did not even hold so high a ratio as 43 per cent 
on the date mentioned in actual fact, for the initial figure of £48 
millions upon which we based this calculation was really only in 
existence as to about three-fifths of this sum. Nevertheless, in 
actual practice it has been found that so long as the actual final gold 
by the most stringent calculations does not fall below 12 per cent 
of the liabilities to customers undertaken by the joint-stock banks, 
the position is quite safe, and an enormous economy of gold is thereby 
achieved. 

All the foregoing remarks apply only to the situation as it existed 
prior to November, 1928, and to arrive at the reasons for the 
changes then made we must retrace our steps to the outbreak of war 
in August, 1914. Up to that date the main aim of our monetary 
policy, so far as we had a definite Government policy on this matter, 
was to centre the whole issue of bank notes in the hands of the 
Bank of England, a policy which as we have already seen did not 
finally work itself out until 1921. On the outbreak of war, however, 
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it was apparent that the bulk of the people of this country were 
quite unprepared for a state of war, and certainly for anything 
approaching a war on a large scale. The result of this national 
unpreparedness was that in the week before the formal declaration 
of war, every one was chary of parting with money—which in those 
days was golden sovereigns—and a serious shortage of circulating 
medium at once became apparent wherewith to carry on ordinary 
trade and business. As one of the measures, therefore, for conducting 
the war successfully, plans which had been prepared as far back as 
1910 for the issuing of notes for small amounts were put into 
operation on the 6th August, 1914. Although various channels were 
provided for getting these £1 and 10s. notes into circulation, the 
most commonly used one was for people desirous of drawing money 
from their own banks to accept payment in these new notes. Also, 
as a contribution to the prosecution of the war, the joint-stock 
banks agreed that as gold was paid in to them for the credit of 
customers’ accounts it should be paid into the Bank of England 
in exchange for more small notes. 

In this way the internal circulating medium of the country 
rapidly ceased to be gold, and became notes issued by the Govern¬ 
ment on the security of the national wealth. It was thought that if 
we won the war—about which there was not then too great cer¬ 
tainty—we should be in a position to impose such terms on the 
enemy that the notes could easily be redeemed, and that if we lost 
it would not matter what happened. However, as things turned 
out, we were not allowed to make this choice. The Government 
was speedily faced with a daily expenditure far exceeding anything 
which had ever previously been experienced, and to meet it, instead 
of imposing taxation on a penal scale, or instead of conscripting the 
entire nation and its resources (which is now recognised to have been 
an impossible task even for war-time), it chose to increase the 
amount of notes in circulation without any reasonable backing of 
gold. The method was to pay for war materials in paper money 
which was only backed by the credit of the State, and as the amount 
of notes rose without any real increase in national resources, each 
single note became worth a small proportion of those resources. In 
other words, the purchasing power of each note fell. This can more 
readily be seen by taking small figures. Suppose the total resources 
of the nation to be £100, and against this is issued 100 notes of a 

*5—(X4«I) 
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face value of £1 each. The purchasing power of each note will be 
£1 ; but if the number of notes be doubled without any increase 
being made in the national resources, the resultant notes will only 
be worth 10s. each—and this is what happened. 

It, therefore, became obvious that as soon as the war should end 
drastic measures would have to be taken, for before the war Bank 
of England notes for £5 would exchange abroad for the exact 
equivalent of £5 in foreign countries, but when we had over-issued 
notes at the end of the war foreigners would only accept notes for 
what they would purchase here. To continue our example, although 
a £1 note might look as if it were purchasing £1 worth of value at 
home, as soon as it got abroad it would only be taken for what it 
really was, namely, 10s. As an exporting nation this was vital for 
us, and although there has been considerable criticism both as to 
the time and method by which we returned to the gold standard, 
there is no question but that as a nation which buys all its food 
abroad in return for exports, we should have had to make the break 
some time or other. Like most doses of nasty medicine, there is a lot 
to be said for getting it over and knowing exactly how we are affected. 

Finally, after much talk, a Treasury Committee was appointed 
in 1918 to ascertain how we could best return to sanity when the 
war should be over, and this committee issued a very famous report, 
known as the Cunliffe Report, after the name of the then Governor 
of the Bank of England, who was the chairman of the committee. 
Although there were some bankers on this committee it is important 
to keep in mind that there were more business men, and the gist of 
their Report—which we have been working to ever since—was as 
follows: (1) the gold standard should be restored as soon as possible; 
(2) Government borrowing should be curtailed, and what could not 
he covered by taxation should be done without; (3) that as a result 
of the curtailment of Government borrowing, the huge excess of 
Currency notes should be reduced until a state was arrived at where 

(4) the Bank of England should take over the issue of small notes, 
and we should return to the former basic plan of monetary policy, 
viz., the entire control of all note issues by the Bank of England; 

(5) that the Bank should maintain a minimum amount of gold as 
the final reserve of the nation, and that this should never be allowed 
to fall below £150 millions. 

The first step towards implementing these findings was taken in 
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1919, when the Treasury voluntarily decided that the actual limit 
of Treasury notes issued in any one year should become the legal 
limit for the following year, and in this way the excess issue was 
rapidly reduced. It was hastened by the terrible crisis of 1920. In 
the year following the end of the war there was discovered an 
enormous shortage of material things in all parts of the world, and 
but meagre supplies to meet this demand of a world suddenly trans¬ 
formed from a war to a peace footing. As a natural result, prices 
rose with rapidity and a boom resulted. As the demand was rapidly 
overhauled stocks accumulated, surplus ex-war materials such as 
could be converted for peace use were thrown on the market, and 
there was in addition a general feeling that the rise in prices had 
been overdone. Naturally, buyers held off and prices slumped, 
causing buyers to hold off still further in the hope of getting their 
requirements cheaper still. The wholesale price level which had 
been early in 1920 163 per cent above 1914 levels, fell to only 82 per 
cent above in 1921. As a result of this slump the Treasury found 
that they could call in and cancel vast numbers of Currency notes, 
for they were no longer being required by the decreased volume of 
trade passing, and this was accordingly done. 

The next step was taken in 1925, when the definite return to the 
Gold Standard was made by an Act of Parliament which withdrew 
the previous right of the public to take gold to the Mint for coining 
at the rate of £3 17s. 9d. per ounce, and also withdrew the public 
right to demand gold coin in exchange for Bank notes or Currency 
notes. In return the public was given the right of selling gold to 
the Bank of England in unlimited quantity at the rate of £3 17s. 9d. 
per ounce standard, and also the right of demanding gold bars from 
the Bank of England in exchange for legal tender at the rate of 
£3 17s. lOJd. per standard ounce, provided not less than 400 oz. 
is asked for at one time, approximately £1,700. 

The Cunliffe Committee had suggested, and another committee 
in 1924 had endorsed this, that the amalgamation of the note issues 
should not be undertaken until a clear year's experience had been 
gained of the working of the gold standard, and the Bank of England 
had shown that it could reasonably expect to maintain its gold stock 
at £150 millions as a minimum. The troubles of 1926 intervened, 
however, and the step of amalgamating the note issues was not 
finally undertaken until 1928. 
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Prior to that happening the Treasury had been quietly accumulat¬ 
ing gold and silver bullion as a backing for the £1 and 10s. notes 
for which it was responsible, so that when the issues were finally 
amalgamated too much weight should not be thrown on the Bank 
of England. At the date of the amalgamation there was outstanding 
in Currency notes some £285 millions, against which the Treasury 
had accumulated £51 millions of silver, and £56£ millions of ordinary 
Bank of England notes—which were exchangeable for gold, as will 
be remembered, the balance being made up of an item of Govern¬ 
ment Securities, the nature of which has never been fully disclosed. 
At various times the Currency Note Return had showed that it had 
also a balance at the Bank of England, but this had been absorbed 
before the issue of the last Return. 

The Bank Act of 1928.—On the 2nd of July, 1928, there was 
passed an Act of Parliament, of which the short title is as shown 
above, but the full title of which is the Currency and Bank Notes 
Act, 1928. The main purpose of this Act was to combine the two 
issues of notes, the Treasury and the Bank, and to hand over the 
sole control of the issuing of currency for this country once again 
to the Bank of England. At the same time, although it was not 
provided for in the Act, the Bank voluntarily took certain steps to 
make some slight alterations in the items shown in the Bank Return, 
with the object of making this more easily understood by the public. 
The Return itself, except in so far as the size of the figures it contains 
are altered, remains as formerly, and the present position of the Bank 
is as follows. 

The Bank of England, as from 22nd November, 1928, became once 
more the sole bank of issue in this country. The fiduciary issue 
(already explained) was raised to £260 millions, and was made up 
of the original Government Debt of just over £11 millions, an item 
of Other Securities of just over £10 millions, another new item of 
Government Securities of £233J millions, and £5£ millions of silver 
coin. These two last items were taken over from the Treasury as 
part of the previous backing of the Currency notes. Over and above 
this figure of £260 millions every bank note issued must be backed 
by an equivalent amount of gold coin or bullion. The Act of 1928 
made no other changes in the Bank Return, but the changes made 
by the Bank itself are of some importance, and are given here with 
some comments to enable students to appreciate the present position 
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more easily. For purposes of comparison the first Return to be 
issued after the amalgamation of the two issues has been chosen. 


BANK OF ENGLAND 

AN ACCOUNT for the Week ending Wednesday, 28th November, 1928 
Issue Department 


Notes Issued— 

In Circulation . . 367,001,148 

In Banking Depart¬ 
ment . . . 52,087,797 


Government Debt . 11,015,100 

Other Government Se¬ 
curities . . 233,568,550 

Other Securities . 10,176,193 

Silver Coin . . . 5,240,157 


Amount of Fiduciary 
Issue . . 260,000,000 

Gold Coin and Bullion . 159,088,945 


£419,088,945 . £419,088,945 


Banking Department 


Proprietors* Capital 
Rest .... 
Public Deposits 
Other Deposits— 
Bankers . 

Other Accounts 
Seven Day and other 
Bills 


14,553,000 

3,254,001 

21,452,051 

62,379,409 

37,185,203 

2,649 


Government Securities . 52,180,327 

Other Securities— 

Discounts and Ad¬ 
vances . . 13,586,293 

Securities 20,214,855 

Notes .... 52,087,797 

Gold and Silver Coin . 757,041 


£138,826,313 


£138,826,313 


In comparing this with the other Return given on page 371, one 
or two items of knowledge available at the time should be mentioned. 
Although the amount of notes issued has increased enormously, the 
stock of gold held has dropped by roughly £2 millions, and this is 
accounted for by an international movement of gold which took 
place during the week in question quite unconnected with the 
change over of the note issue at home. Further, the total of notes 
issued was on the high side, partly on account of every one wanting 
to see the new design about which there had been considerable 
secrecy, and also on account of 28th November being very close to 
the last monthly salary day prior to Christmas, which is always a 
time of heavy cash withdrawals from the joint-stock banks. 

With these two factors in mind it will be seen that the immediate 
effect of the change over is limited to adding together the two 
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figures of Bank Notes and Treasury Notes. The figures of Notes 
Issued are shown separately now, but it will be remembered that 
this could have been ascertained previously by merely doing a small 
arithmetic sum. The new form saves that small effort. The maxi¬ 
mum of silver to be held was fixed in the Act at £5 \ millions, so the 
Bank has a margin of £\ million here against which it could issue 
further notes if desired. The Government also has power to permit 
an increase in the Fiduciary Issue in several ways, the result of 
which is to make for greater flexibility in the currency of the 
country on which so much depends. 

In the Banking Department it will be noticed that Rest has risen 
by some £50,000. As already explained, this is a natural increase, 
and is about normal for the week. The item of Public Deposits has 
also risen, but by some £7 millions, and this is probably accounted 
for by the necessity the Treasury has at the end of November of 
paying huge amounts to monthly salaried civil servants who would 
be requiring their money in two days after the Return. It is also 
approaching the calendar year end, when the Government expects 
to see large incomings from the taxes. The item of Other Deposits, 
which has previously been explained as being mainly the balances 
of the joint-stock banks, is now split into two items. This informa¬ 
tion is entirely new. How much was previously bankers’ money was 
never known, but, in passing, it may be said that the general public 
estimation was much higher than the proportion actually shown. 
The importance of this item has been explained as enabling the bill- 
brokers and others in the money market to forecast the chances 
they will have of borrowing from the banks, and the price they 
will have to pay for such borrowings. The disclosure of this item 
now enables money market experts to estimate more closely than 
hitherto. 

On the other side of the Banking Department, the only change of 
note is the splitting up of the item Other Securities. The new item, 
Discounts and Advances, is understood to be utilised when the 
bill-brokers borrow from the Bank on their own initiative. The 
item Securities is used when the Bank is buying bills as a part of 
its policy in controlling the money market. When the Bank buys 
ordinary trade bills with this end in view the increase is shown in 
Securities; when the purchase is of Treasury Bills the increase is 
shown in Government Securities. 
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Legal Tender. —This matter to which reference has already 
been made on page 168, now stands as follows as the result of the 
Gold Standard Act of 1925 and the Currency and Bank Notes Act 
of 1928. 

Gold sovereigns and half-sovereigns are full legal tender through¬ 
out the United Kingdom, provided their weights are not less than 
122*5 grains and 6M250 grains respectively. The gold coins of 
similar value issued by the Mints at Sydney and Melbourne, in 
Australia, and at Pretoria, in South Africa, are also full legal tender 
here with the same proviso. English gold coins are also legal tender 
in Australia, but not in South Africa. 

Silver coins of either the old or the new issues are legal tender 
for amounts up to and including £2, whilst copper coins are legal 
tender up to and including amounts of Is. only. 

Outstanding Currency notes issued under the Currency and Bank 
Notes Act of 1914, commonly known as "Bradburys” or "Fishers,” 
from the names of the two Secretaries to the Treasury whose 
signatures appeared on the respective issues, are still legal tender 
for the payment of any amount in England, Wales, Scotland, and 
Northern Ireland. The Bank of England is bound to redeem any 
that are presented to it for notes of the new issue of the Bank of 
England under the 1928 Act. 

Notes issued by the Bank of England for amounts of £5 and 
upwards are legal tender in England and Wales in payment of all 
amounts, including the exact sum of £5 itself (an old-standing query 
now settled at last!) except in payment of debts by the Bank of 
England itself. 

The smaller notes of £1 and 10s. now issued by the Bank to replace 
the previous Currency notes are legal tender for the payment of any 
amount in England, Wales, Scotland, and Northern Ireland, and 
even by the Bank itself. 

In Scotland all the banks there issue their own notes for £ 1 and 
upwards, and such notes, being legally redeemable in Bank of 
England notes, pass commonly without question as to tender. Outside 
Scotland they are naturally not tender, and when handed to an 
English bank a small charge of 3d. or 6d. is made for collecting 
them. Similarly, the Irish Free State has issued State notes in which 
have participated all the Irish banks which formerly had separate 
note issues of their own. These Irish Free State notes are linked %o 
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the Bank of England issue merely to prevent a rate of exchange 
arising between the two countries, and particularly between the 
Free State and Ulster, which is still part of the United Kingdom, 
but they are not legal tender outside the Free State, and the English 
banks make a small charge for collection in this case also. 

In exchange for legal tender presented to it, the Bank of England 
is bound to pay out gold in bars of approximately 400 oz. of fine gold 
at the fixed rate of £3 17s. 10Jd. per standard ounce, which means, 
roughly, £1,700. Also the Bank is bound to buy for legal tender all 
gold offered to it at the fixed rate of £3 17s. 9d. per standard ounce. 
To prevent undue hoarding of gold the Bank also has now the right 
to acquire compulsorily at the fixed rate any stocks of gold which 
may come to its notice held in this country outside the Bank of 
England. 

The former right of taking gold to the Mint direct has been 
withdrawn. 

Bank Rate. —Mention of the Bank of England's policy in the 
money market brings one to the problem of Bank Rate. The Bank 
of England publishes from time to time an officially advertised rate 
at which it is prepared at all times to discount approved bills for 
recognised bill-brokers. An approved bill is one which bears the 
names of two mercantile houses of repute, one at least of which 
must be an English house. It will be recalled that all parties to 
Bills of Exchange have liabilities in connection with such bills, and 
the Bank's standard in this respect sets the standard for the money 
market in general. There is no definition of a recognised bill-broker 
—he is merely a person whom the Bank in its discretion chooses to 
recognise as such. 

The bill-brokers and the banks know that at any time the brokers 
can, if necessary, go to the Bank of England and borrow at the 
advertised rate, say 5 per cent. The joint-stock banks wish to lend 
their funds profitably, but first of all they wish to lend them at 
all, and so they quote slightly under the Bank Rate, say 4 per cent. 
The joint-stock banks, however, have to borrow in effect from their 
depositors, trying to make a profit on the difference, and so they 
quote a lower rate still to them, say 3 per cent. In this way, when 
the money market is in equilibrium, is fixed the London Deposit 
Rate. There are, however, times when the supply of money in the 
market is abundant; all the banks want to lend and the brokexs. 



MONEY MARKET, ETC. 


385 


therefore, knowing they will have no difficulty in filling their 
requirements, bid down until market rate tends to drop, say, to 
3 per cent. The rate in the market is then out of touch with the 
official Bank Rate, and the Bank of England has lost its control of 
the market. It can then reduce its rate to 4 per cent, but this has 
sundry other effects, to which we shall come in a moment. To avoid 
lowering its rate, it can, by certain operations, reduce the amount of 
liquid money available in the market. It can, for example, sell out 
some of its Government securities. The banks are all large holders 
of these, and, following the law of supply and demand, the entry 
of a large seller tends to make the market price fall, and so the 
banks are forced to buy to preserve the balance of their accounts. 
In buying they pay money out of their own accounts at the Bank 
to the Bank itself, and this absorbs some of the floating funds in 
the market. This operation can be carried to great lengths, and 
frequently saves an alteration in the Bank Rate being made. This 
is known as the Bank’s Open Market Policy, and students will 
frequently find this phrase used in the daily papers, as it is rapidly 
becoming the more favoured way in which the Bank regains control 
of the money market. 

Conversely, when the market is short of funds, and the market 
rate of discount goes over Bank Rate—or looks like doing so—the 
Bank will often buy Government securities. The result of this is 
to increase the credits of the joint-stock banks at the Bank as the 
securities are paid for, and this supplies the market with the 
additional funds it requires. 

At all times, however, the bill-brokers can always turn to the Bank 
for the funds wherewith to discount their bills. It is with this 
knowledge that they are enabled to continue to do business at all 
times and under all conditions, but the very fact that they never 
know when they may need to do this makes them enforce a high 
standard in the bills which they are willing to discount. 

The lending of money against bills is a very liquid form of invest¬ 
ment for the joint-stock banks, and they thus lend at the lowest 
possible rates in this direction. Ordinary commercial loan rates are 
higher, because of the decreased liquidity with which they could 
be called in in case of necessity. The normal rate, therefore, for 
ordinary bank loans is 1 per cent above Bank Rate, with a minimum 
of 5 per cent. 
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The Bank of England, as has already been said, is reluctant to 
move its rate except to correct what it considers to be fluctuations 
of a more or less permanent nature. It knows that both deposit 
and loan rates are based on the official rate, and what industry needs 
more than anything else is certainty. Constantly jumping rates are 
a hindrance, and so the Bank is tending more and more to operate 
by means of Open Market Policy than by rate movements. 

A movement in the official rate has two results. The first is the 
foreign result. Large sums of foreign money are always held in this 
country, partly on account of the stability in most matters which 
we enjoy, partly on account of the necessity of having English 
money available because of its universal acceptability, but also 
partly on account of the fact that such funds can always be with¬ 
drawn in gold when required. A secondary consideration, but of 
some importance, is the rate of interest we will allow, and there is 
always a large proportion on the margin which will always be 
attracted or repelled by changes in the rate of interest. Students of 
economics will recollect that they have already learned that the 
marginal cost of an article is the controlling factor in its price. So 
it is in this case, and a slight reduction in the Bank Rate, with a 
consequent drop in London Deposit Rate, has the effect of foreign 
balances being withdrawn for use in other countries. The importance 
of this is that they are taken away in gold, and as the Bank loses 
gold so the note issue has to be contracted to conform. This is a 
restriction of credit, and when the Bank of England wishes to drop 
its rate to absorb surplus funds it always has to remember this 
external aspect, for the contraction of credit in this way tends to be 
very permanent and difficult to make up again. Should, however, 
the Open Market Policy not respond it usually means that trade is 
slack from general reasons, that no one wants to utilize this surplus 
money, and it really might as well go as not. 

The internal effect, however, of a drop in Bank Rate is to make 
it profitable for the banks to lend to ordinary customers at lower 
rates, and this should have the effect of encouraging new enterprise, 
and thus increasing trade. When this is not having much effect, 
the cause of the trade slackness will usually be found in other than 
financial quarters. 

The result of raising Bank Rate has exactly the opposite effect. 
Foreign balances are attracted here by the increased rates to be 
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earned, and as such balances come in in gold this can be used to 
expand credit. This supplies trade with further credit, but as the 
price has risen with Bank Rate some trades will seek to curtail their 
energies, thus causing a falling off all round. 

It will be readily appreciated that the task of the Bank of England 
in balancing all these, and the many other factors which have to 
be taken into account, is no easy one. It is, however, extremely 
easy to criticise any actions the Bank may take, but the student 
should never overlook that the Bank maintains a large and very 
able staff to undertake continuous watching over the daily situation, 
and is thus normally much better and more fully informed than any 
critics can be. Nevertheless, there is a large body of outside opinion 
which does not always see eye to eye with the Bank for frequently 
quite sound reasons, and the study of the actions of the Bank, and 
the remarks of the critics, is one which will well repay the student’s 
earnest attention at all times. 

Preserving the Reserve. —It has already been explained that 
gold can enter and leave this country as the result of movements in 
the Bank Rate. Conversely, it is obvious that gold movements must 
affect the Bank Rate when they occur. The basic idea of inter¬ 
national finance is that a country’s imports should not exceed its 
exports. When these two items balance between any two countries, 
there will be a state of equilibrium in which the standard unit of 
currency of one country will exchange for the exact equivalent in 
gold of the unit of the other country. If the trading between these 
two countries balances there is an end to the matter, but if it should 
not at any time the balance of indebtedness can only be settled by 
a shipment of gold. In our case if we buy more from America than 
she buys from us; if, for example, we buy lots of cotton and wheat 
from her and she only buys a lesser quantity of rubber from us, it 
is obvious that we shall have to pay the balance in gold. The point 
at which this arrives is of much importance to us, for if we send gold 
away the Bank of England must needs restrict credit here, and 
unemployment is thereby caused by the resultant high price of 
money here, money being used in the sense of loanable credit. 

To counteract this and to avoid gold going out, it is open to us 
to raise our Bank Rate. This tends to attract foreign balances here 
which should normally come in in the shape of gold, but it may 
make it profitable for American financiers to send their balances 
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here, and the shipment of gold which this would normally have 
caused cancels out the shipment of gold which we should otherwise 
have had to make, thus achieving the same result in the end. We 
have preserved our gold stock by raising the rate. 

The Foreign Exchange Market. —Such gold movements are, 
naturally, carried through by specialists. Normally, all transactions 
between two countries are cancelled out by the cross-purchasing of 
each other’s bills of exchange. In modem practice the banks in 
each country buy the bills, ship them abroad, and allow them to 
mature to the credit of their accounts abroad. Against the balances 
so created the banks draw drafts, which they sell to customers 
wishing to make payments abroad. In this way it is now easier 
for traders to transact their foreign business than it was when they 
had to hunt round to find other traders desirous of selling bills 
drawn on the required countries. As a basis of calculation between 
two gold-using countries, the normal rate of exchange between them 
will be obtained by ascertaining the proportion of gold in the 
standard coins of the two; for example, the amount of gold in our 
standard sovereign—the pound—exactly equals the amount of gold 
to be found in 4*866 gold dollars. The normal rate of exchange 
between America and this country is thus 4*866, and, so long as the 
trade between the two balances, the supply of bills of exchange 
drawn one way will equal the supply of bills drawn the other way, 
and the rate for paper documents of this nature will be the same as 
the gold exchange. This rate of exchange is known as the Mint Par 
of Exchange, and is arrived at by a simple arithmetical calculation, 
comparing the quantities of gold, as laid down by the respective laws, 
of the unit coins of each country. 

As soon, however, as the balance of trade is upset one way or the 
other, different conditions arise. Supposing we have bought more 
goods from America than she has bought from us. There will then 
be a large quantity of bills drawn on London, whilst there will be a 
lesser quantity drawn on New York. There will thus arise some 
competition for these New York bills—due to the law of supply 
and demand operating—and the price of such bills will tend to rise; 
In other words, we shall hear that dollars are costing more than they 
did previously. 

At this point the banks, which wish to have funds in New York 
against which to draw drafts to sett to their customers who have 
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to make payments in New York, find that to buy paper bills of 
exchange is costing them more and more—the dollar rising—and 
so they arrive at a point where it looks to them to be profitable 
to buy gold here from the Bank of England and ship it to New 
York, to be converted there into dollars which will go to swell their 
bank balances there. What this point is can be readily determined. 
In the first place, whilst the gold is in transit it will be losing interest; 
then there is the cost of transport, insurance, packing, etc., and risk 
of total loss. All these expenses have to be deducted from the 
transaction, and if this total cost is divided into the number of 
sovereigns being shipped, a small figure is reached as the cost of 
sending one hypothetical sovereign. This small figure may be as 
low as -005, and if we take this as an example we see that when the 
exchange rate for paper documents on New York has risen to above 
4*866 minus *005, viz., 4*861, it has become more profitable for 
bankers to buy gold here and ship it out, rather than compete for 
paper documents at high prices. This point, which can be calculated 
for all exchanges, is known as the Gold Point of Export. The 
contrary position arises when the trade balance is the other way, 
and another point is consequently reached at which it becomes 
profitable to the foreigner to send gold here rather than pay high 
prices for paper documents. This point is known as the Gold Point 
of Import. The figures used in these examples are only imaginary 
ones to make the principles clear. 

The value of these points to students of commerce and business 
men is this. The Mint Par of Exchange settles a normal upon which 
business transactions can be based. The Gold Points of Export 
and Import are the danger signals which give out their warning of 
a trade position being out of balance. When it is the export point 
which comes into use, it is a warning that we are living above our 
income—buying more than we are selling. At this stage the Bank 
of England has to decide whether it shall leave the Bank Rate alone 
and see the gold go out unchecked, for this means that industry 
here will still be paying the same rate for borrowing as formerly 
and there should be no dislocation, or whether to raise the rate in 
an effort to attract other foreign balances here in gold, which would 
assure our industry of the same volume of credit being available, 
but at a higher rate. The decision is never an easy one, and must 
ahrays depend on the particular circumstances of each occasion. 
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Conversely, when the Gold Point of Import starts acting, the Bank 
of England has to decide whether to leave the rate alone, or to drop 
it in an effort to discourage an influx of gold which may become the 
basis of extended credit for which there is no immediate real use, 
and which would in consequence only precipitate a boom and make 
things generally unhealthy. Again, this is a difficult decision to make. 

The other great value of this gold system is that it sets within 
fairly severe and narrow limits the fluctuations which can occur in 
the rates of exchange between foreign countries, where both are on 
a gold standard with a free gold market. By way of showing how 
narrow these limits can be, the table shown on page 391, taken from 
one of the lists published in the daily press, will be of interest. 

It will be observed that the exchanges of those centres which are 
on a gold basis, e.g. New York, Montreal, Paris, etc., are either side 
of par, whilst others not on a gold basis, e.g. Madrid and Buenos 
Ayres, vary widely from par. It will also be noticed that some of 
the rates are quoted at so many foreign units to the £, whilst others 
are quoted at so much English money for one unit of the foreign 
currency. Great care is required in knowing exactly which way a 
rate is quoted, but these directions are matters of custom which 
never vary, and once known the student is not likely to find rates 
quoted the opposite way to the custom unless special mention is 
made of the fact. 

Purchasing Power Parity.— The method of fixing exchange 
rates between two gold-using countries is, as has been shown, 
comparatively simple. When, however, one or both of the countries 
has no such common denominator in use, other principles arise, the 
main one of which is known as the purchasing power parity. If, 
for example, £1 here will purchase one loaf of bread here, and in the 
foreign centre with which we are dealing a loaf of bread costs one 
unit of their currency, the exchange between here and that centre 
will be one for one; but if, owing to various circumstances, the price 
of bread rises here until it costs £2 to buy the same loaf, the exchange 
will be two for one. In practice, of course, the general price level 
of all goods in use in each centre comes into account, and the 
dealers in the foreign exchange market move their daily prices in 
accordance with the supply of and demand for the currency in 
question, but as the state of trade depends largely on the internal 
price levels of the two centres the same result is arrived at, and this 
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Place 

Method of 

Par of 

March 16 

March 14 

Quoting 

Exchange 

New York 
Montreal 

Dollars to £ 
Dollars to £ 

4.8666 

4.8666 

4.85&S-87} 

4.85J-4.86 

4.85*3-3} 

| 4.85t-85j-| 

Paris . 

Francs to £ 

124.21 

124.12-124.17 

124.11-124.17 

Brussels 

Belgas to £ 

35.00 

34.84*-87* 

34.84-34.86 

Milan 

Lire to £ 

92.46 

92.72-92.76 

92.70-92.75 

Switzerland . 

Swiss Francs to £ 

25.2215 

25.24J-25.25 

25.24*-25.25 

Athens 

Drachmae to £ 

375 

374{-375i 

374J-375J 

192J-193J 

Helsingfors . 

Finnish Markaa 

w 

Pesetas to £ 

193.23 

192J-193J 

Madrid 

25.2215 

45.05-45.75 

45.00-45.30 

Lisbon 

Escudos to £ 

— 

108J-108* 

108*-108* 

Amsterdam . 

Florins to £ 

12.107 

12.11J-12* 

12.11J-12* 

Berlin . 

Reichsmarks to £ 

20.43 

20.40-20.41 

20.40-20.41* 

Vienna 

Schillings to £ 

34.58* 

34.54-34.58 

34.54-34.59 

Budapest 

Pengos to £ 

27.82 

27.84-27.89 

27.85-27.89 

Prague 

Krone to £ 

164.2527 

163J-164 

163J-164 

Warsaw 

Zloty to £ 

43.38 

43A-48A 

43ft-43ft 

Riga . 

Lats to £ 

25 2215 

25.18-25.28 

25.18-25.28 

Bucharest . 

Lei to £ 

813.6 

816-818 

816-818 

Belgrade 

Dinars to £ 

25.2215 

276*-277 

276f-277 

Kovno 

Litas to £ 

48.66 

48*-48* 

48J-48* 

Sofia . 

Leva to £ 

673.659 

667-672 

667-672 

Reval . 

Kroon to £ 

18.159 

18.20-18.28 

18.20-18.28 

Oslo 

Kroner to £ 

18.159 

18.15J-16* 

18.151-16* 

Stockholm . 

Kronor to £ 

18.159 i 

18.13J-14* 

18.13J-18.15 

Copenhagen . 

Kroner to £ 

18.159 

18.16i-18.17 

18.16J-18.17 

Alexandria . 

Piastres to £ 

) 

97* 

97ft-97ft 

1/5H-1/5* 

97ft-97^ 

Bombay 

18d. 

1/5HM/5* 

Calcutta 

fPer Rupee 

18d. 

1/5H-1/5* 

1/51J-1/5* 

1/5 t »-1/5* 

Madras 

18d. 

l/5f*-l/5* 

Hong-Kong . 

Per Dollar 

— 

i/oj-i/i 

2/0j—2/Oft 

ll*d.-l/01 

Kobe 

Per Yen 

24.58d. 

2/0*—2/Oft 

Shanghai 

Per Tael 

— 

I/4-I/5 

l/3*-l/4* 

Singapore 

Batavia 

Per Dollar 

Florins to £ 

2/4 

12.107 

2/3H-W 

12.13-13* 

w 

Manila 

Per Peso 

24.666d. 

2/Oft 

4/4 ft 

2/OA 

Rio de Jan. . 

Per Milreis 

5.899d. 

tfc# 

Buenos Ayres 

Per Dollar. 

47*577d. 

39-39ft 

Montevideo .1 

Per Dollar. 

51d. 

37*-37* 
10.10-10.30 

37-37* 

Mexico 

Pesos to £ 

9*76 

10.10-10.30 


example gives the reason for such a result being achieved. Naturally, 
such exchanges do not work so easily as the gold exchanges, and are 
more susceptible to local and political influence, but, taking a long 
view, this purchasing power parity theory has been found to be the 
only one which answers satisfactorily all the tests. 

Long and Short Rates. —Formerly, two rates of exchange used 
to be current for most of the important foreign exchanges, and 
although these are now mainly redundant, they are sometimes met 




392 


THEORY AND PRACTICE OF COMMERCE 


with. The short rate was the rate charged for an immediate transac¬ 
tion, whilst the long rate was that charged for a period bill, say 
three months, when the purchaser of the bill would expect to have 
to wait three months or slightly less for his money. The difference 
was accounted for by interest on the money for the period of waiting, 
plus some margin for probable fluctuations in the rate during that 
period. Latterly the conditions of the foreign exchange market have 
changed, and bills are no longer dealt in as the basis of the market. 
The usual procedure is for people having bills payable abroad to sell 
them to their banks here, who send them out and allow the proceeds 
to accumulate in the balances they themselves maintain with their 
foreign correspondents. Persons wishing to make payments abroad 
go to the banks now and buy drafts drawn on foreign banks, which, 
when presented go to deplete these foreign bank balances. 

The rates quoted in the newspapers are, therefore, the rates at 
which the banks have been dealing in large quantities, and are 
nowadays always for immediate telegraphic transfers. They may 
be regarded as wholesale rates, whilst the rates which the banks 
will quote to their customers either for the purchase of bills or the 
sale of drafts or telegraphic transfers, are retail rates, which are 
naturally slightly less favourable to the customers. This may 
explain why it is that it is never possible to do foreign business with 
an English bank at the rates shown in the daily newspapers. 

Favourable and Unfavourable Rates. —A rate used to be 
regarded as favourable to this country when the £1 would buy more 
of the foreign currency than the Mint Par, and unfavourable when 
the reverse was the case. As regards those rates expressed in foreign 
currency, e.g. the American rate quoted at so many dollars to the 
pound, it used to be said “high rates for us, low against us,” but 
when the rates are quoted at so many pence to the foreign unit, 
e.g. Singapore at so many pence per local dollar, it must be 
remembered that “low rates are then for us, and high against.” 

In this connection, however, it is well to keep in mind that a rate 
may be so far technically favourable that it becomes impossible for 
the foreigner to buy our goods, and it is then Open to doubt whether 
or not it is a favourable rate. The expression thus needs using with 
great care. 

Arithmetic of the Exchanges. —In the advanced works on this 
subject very intricate calculations are given which rarely occur m 
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ordinary practice. Much of this business has now passed into the 
hands of the specialist departments of the banks, and practically 
all that the commercial student will require to know is that where 
the rate is quoted at so many foreign units to the pound sterling 
the total of foreign currency required divided by the rate gives the 
equivalent in sterling. For example, Frs. 20,000 when the rate is 
125.00 equals £160. The actual cost of a draft at this rate will 
naturally be slightly more than this because there will have to be 
added stamp duties, and in some transactions a small commission. 
The published rates are also only rates on the town actually stated 
in the rates list, and drafts can often only be issued on smaller towns 
in the provinces by making special provision for them, which costs 
money. For example, the rate for a draft on Lourdes will obviously 
be a shade dearer than for a draft on Lyons, for the English banks 
will mostly maintain balances in so important a centre as Lyons 
for constant use, whilst the transactions on so small a place as 
Lourdes will be so few as not to warrant this organisation. 

Where the rate is quoted so many pence to the foreign unit, this 
will need multiplying by the desired foreign amount, and the result 
bringing down to pounds, shillings, and pence. 

Colonial Rates of Exchange. —In the leading dominions and 
colonies the unit of currency is the sovereign, as in England, except 
in Canada and a few places of lesser importance, where local cur¬ 
rencies, such as the dollar, etc., are used. Where this is the case the 
quoting of a rate of exchange should present no difficulty, but where, 
as in the major cases of Australasia and South Africa the unit is 
the pound, it is sometimes hard to understand why there should 
be any variation; why, in short, a golden sovereign in England 
should not exchange for a golden sovereign of exactly the same 
material value in, say, Sydney. 

The reason is that questions of time and distance come into play. 
There may be a large number of people desiring Australian pounds 
here and few wanting English pounds in Australia. As a natural 
result, people are willing to pay a larger number than the nominal 
exchange to get what they want, and the difference between the 
value of the two coins has been found to be better expressed by 
stating it in terms of discount or premium under or over Sterling 
■—which is English pounds—than by stating it as a rate of exchange. 
Although all these rates appear to be on a gold basis, the usual 
Mi) 
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reason for movements is an alteration in the relative internal pur¬ 
chasing powers, and when the rates diverge too far from the normal 
£100 equalling £100, corrections can be made by a shipment of 
gold. 

There is nothing in all this which in any way alters the statements 
made relative to exchanges in general; it is merely a conventional 
matter of experience that the rates should be quoted as premiums 
or discounts, but it should be ascertained which way a premium or 
a discount is operating, because frequently different people use each 
term in opposite directions. 

Ways of Making Foreign Remittances. —The original and 
standard method of sending money abroad was by buying a bill of 
exchange from someone who had the right to draw such a bill on 
a foreign centre, sending it out and collecting the proceeds, or asking 
the person on whom the bill was drawn to hand the money over to 
one's foreign creditor. This latter was done by endorsing the bill 
over to the said creditor and letting him present it for payment. As 
has already been mentioned, the handling of bills is practically 
always done now by the banks. 

The modem alternative is to go to the bank and purchase at the 
current rates a draft drawn by the bank on its foreign agent in the 
desired foreign centre, and send that out to the creditor, who will 
collect the proceeds through his own bank abroad. 

An alternative, especially valuable where speedy payment is 
desired, is to buy a cable or telegraphic transfer, also at the current 
rate. The bank then instructs its foreign agent to pay over immedi¬ 
ately upon receipt of the cabled advice the desired foreign sum to 
the named party. The value of this is that the foreign creditor 
obtains his money the same day as the English debtor makes the 
payment here. 

The other ways of sending funds abroad are mainly used nowadays 
solely by the banks. These include the purchase here of bonds 
payable abroad, coupons for interest detached from such bonds, and 
Stock Exchange securities having an international market. The 
sending of actual gold when such is profitable is also almost exclu¬ 
sively in the hands of the banks, as already explained. They only 
concern the student in so far as he should know that these are 
banking transactions, and not usually practical propositions for 
ordinary commercial houses. 
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QUESTIONS 


1. Give a brief description of the Money Market and state how 

it works. 

2. Give a brief account of the history of the Bank of England. 

3. What services does the Bank of England render to the country ? 

4. What are the chief Acts of Parliament by which the Bank of 

England is regulated ? and state briefly their contents. 

5. What are the main duties of (a) the Issue Department, and 

(6) the Banking Department, of the Bank of England? 

6. Draw up a specimen Bank Return in the current form, using 

figures as nearly correct as possible. 

7. What is represented by the items shown in the Bank Return ? 

8. What is the meaning of some of the changes which occur in the 

figures of the different items listed in the Return? 

9. What is the present position of the Gold Standard in this 

country ? 

10. What do you understand by the Bank Rate, and what is it 

used for? 

11. How does the Bank of England protect its gold reserve ? 

12. Why should the Bank of England be reluctant to protect its 

gold reserve by the methods detailed in the previous question? 

13. What effects has a movement in the Bank Rate (a) internally 

in this country, and ( b ) abroad ? 

14. What do you understand by “ Foreign Exchanges, ” and on 

what are the main rates based ? 

15. Define the terms “Mint Par of Exchange,” “Gold Points,” and 

“Purchasing Power Parity.” 

16. What are the uses of the items mentioned in the previous 

question? 

17. How would you obtain money owing to you from a foreign 

country, and how would you remit money to creditors abroad ? 

18. What do you understand by an “ Unfavourable Rate ” ? 

19 . State the equivalent of £100 in the moneys of the following 

countries at the rates of exchange mentioned— 


France 
Holland 
Germany 
United States 


125.27 

12.06 

20.42 

4.85 
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20. Give the English equivalent of the following sums at the rates 

mentioned— 

1,500 Florins at 12.4. 

1,725 Marks at 20.42. 

970 Rupees at Is. 5Jd, 

1,890 Francs at 125.22£. 

21. For how many Francs would you draw a Bill of Exchange on a 

Paris firm if the amount of your account was £142 10s. and 
the rate of exchange 125.21 ? 

22. What do you understand by the term "Legal Tender,” and 

what is legal tender in this country? 



CHAPTER XXIV 


IMPORTS—CUSTOMS FORMALITIES 

The principal imports of this country are produce, food-stuffs, and 
raw materials. Of these, the first two are imported chiefly “ On 
Consignment, 1 ’ and the last-named " Against orders." In both 
cases the customs formalities are the same, and these are dealt with 
in this chapter. 

Imports on Consignment. —These consist, as a rule, of produce 
shipped for sale on commission, the senders having arranged with 
a firm in this country to accept the goods and sell them on their 
behalf. It is chiefly sold by auction at the various recognised 
places, the goods being sold from samples. The principal markets 
are— 

Tea , Coffee , and Sugar. The Commercial Sale Room, Mincing 
Lane, London ; also the Produce Exchange, Liverpool. 

Green Fruit (Bananas, Tomatoes, Potatoes, Onions, etc.) is prin¬ 
cipally sold in London at Pudding Lane and Covent Garden. 

Oil Seeds , and Oils and Oil Cake , sold at the Baltic, St. Mary 
Axe, London; also at Hull and Liverpool. 

Cotton , at the Cotton Exchange, Liverpool, the Cotton Exchange, 
Manchester, and a very small quantity in London. 

Rubber , mainly at the Rubber Exchange, Mincing Lane, London. 

Wool, at the Wool Exchange, Coleman Street, London; also 
Liverpool, and sometimes Bradford. 

The Importer will receive from the senders the Bills of Lading, 
Pro forma invoice, and Weight Note, and after selling the goods, 
will forward to the senders an account of the sales. 

Instead of personally arranging a sale, the consignee (A. Frost) 
on the arrival of the goods, may give instructions to a firm of 
brokers (Sellers & Co.) to sell them by auction This having been 
done the brokers hand to him an Account Sales. (See next 
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Invoice of 100 bales Wool shipped per ss. “ Snake ” to London , 
consigned to Mr. A . Frost , London, for sale on account of B. S## f 
Sydney . 


W E. 1/100. 100 bales Wool. 

350 3 14 gross 

10 2 14 tare. 

340 1 0 net = 38,108 lbs. @ 7$d. per lb. 


1,190 


17 


6 


Additional Expenses 


Shipping @ 6d. per bale 1^2 . 10 , 0 

Wharfage @ 4d. per bale lj 1 | 13 I 4 

Marine Insurance ^1,500 @ 20/-% and i ! 

stamps \\ 15 1 | 6 


19 


10 


1,210 


Freight payable m London. —I U ■■■■■■ 

39,298 lbs. @ id. per lb. & 10% ^90 Is. 2d. 

Sydney, 2nd March, 19.. 

B. Still. 


Broker's Account Sales 

Account Sales of 100 bales Wool ex ss. " Snake from Sydney , 
sold by auction on 3rd April, 19.., for account of A. Frost . 


Lot 

B/s. 

Mks. 






lbs. 

Price. I 

£ 

8 . 

d. 

17 

25 

W E 













1/25 

87 

2 

24 gross 









2 

2 

18 tare 









85 

0 


6 net 

9,526 

lOd. 

396 

18 

4 

18 

25 

W E 













26/50 

87 

2 

24 gross 









2 

2 

18 tare 









85 

0 

6 net 

9,526 

lOd. 

396 

18 

4 

19 

50 

W E 













51/100 

175 

1 

21 gross 









5 

1 

9 tare 



I 






170 

0 

12 net 

19,052 

lOd. 

793 

16 

8 











1,587 

13 

4 

100 samples @ 8d. 



£3 

6 

8 



i 



less i 




1 

2 

3 2 

4 5 




Sale expenses, 3d. f er bale 

1 

5 

0 





Brokerage, 1% 




7 

18 

9 9 

3 9 

I 








i 




— 

11 

a 

2 

London ; 5th April , 

19.. 






j£1i576 

5 

2 



Sbllbrs 

Sc Co. 








mmmm 






IMPORTS—CUSTOMS FORMALITIES 


In addition to the brokers' charges, other expenses are incurred, 
a statement of which is made out in the form of an Account Sales 
to be transmitted along with a remittance for the net proceeds, to 
the consignor. A specimen follows— 

Merchant’s Account Sales 

Account Sales of 100 bales Wool ex ss. " Snake ” from Sydney , sold 
by auction on 3rd April , 19.for account of B. Still , Sydney . 


Mks. 





W E 

87 

2 

24 

gross 

1/25 

2 

2 

18 

tare 


85 

0 

6 

net 

W E 





26/50 

87 

2 

24 

gross 

2 

2 

18 

tare 


85 

0 

6 

net 

W E 





51/100 

175 

1 

21 

gross 


5 

1 

9 

tare 


170 

0 

12 

net 


lbs. Price. 


9,526 lOd. 396 18 4 I 


9,526 lOd. 396 18 


19,052 lOd. 793 ,16 i 8 1,587 


Freight on 39,298 lbs. @ Jd. per lb. and 10% 
Fire Insurance, ^1.500 @ \% 

Dock Dues @ 4d. per bale Wharfage @ 1/3 
per ton 

Cartage . 

Sale expenses 

Samples, 100 . 

Brokerage \ %. 

Commission, 2|% . 


2 10 11 

1 9 4 

1,5 0 

2 4 5 

7 18 ’ 9 

39 13 10 


l 1.440 


E. & O. E. 

London; 10 th April , 19 
A. Frost. 


Imports Against Orders.—As already stated, imports against 
orders usually consist of goods for which a firm order has been given 
by an importer. The importer will wire out to his supplier full 
particulars of the goods he has bought, and give him instructions 
regarding the time the goods are to be shipped, and to what port 
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they are to be consigned. This is usually the port nearest to the 
town in which the goods are required to be used. The shipping 
charges and freight are frequently paid by the supplier. After the 
goods have been shipped, the supplier will forward to the importer 
the Bills of Lading, Invoice, and Weight Note. If the importer's 
place of business is not at the port where the goods will arrive, 
the Bills of Lading will be sent to the Steamship Company or a 
Shipping Agent with instructions to clear the goods, and forward 
them to their destination. In this case, the Steamship Company 
or Shipping Agent will deal with the goods on arrival, pass the 
necessary customs entries, and forward to the importer an account 
of all expenses incurred. 

Procedure if Bill of Lading is Missing. —Delay through the 
non-arrival or loss of a Bill of Lading can sometimes be prevented 
by the preparation of an Indemnity or Bankers' Guarantee in 
terms laid down by the shipowner, holding him harmless from any 
consequences arising should he permit removal of goods without 
production of properly authenticated Bill of Lading. 

The invoice shown below would be sent by the consignor 
to the buyer, with Bill of Lading and other documents, including 
a weight note, giving particulars of the weight of each bale. 

Invoice of 90 Bales Cotton , shipped by Gaudia & Cie per 
(s.) “ Pandia " for Liverpool , by order for account and risk of Wtn, 
Shaw, Oldham . 


G S I 

90 Bales Sea Island 

Icwt.j qr. 

lb. 

1/90 

Gross weight 

290 

1 

9 


Tare 

12 

0 

6 


Net 

278 

1 

3 


or 31,167 lbs. @5*d.c.i.f. 

Less Freight payable at Liverpool .. 


681 

91 


15 7 

18 9 


589 


16 


10 


Porto Rico, lift F$by. 

Gaudia Co. 
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Weight Note 

Weights oiGSI 1/90. 90 Bales Cotton, shipped per ss. " Pandia ** 
to Liverpool by Gattdia Cie, Porto Rico. 



The consignee (Mr. Wm. Shaw, of Oldham) gives the necessary 
instructions to a firm of forwarding agents to receive and forward 
the consignment from Liverpool to Oldham, and when this has 
been done the following account will be sent for services rendered 
and payments made. 
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Invoice from Shipping Agent to Merchant 
Mr. William Shaw , 

Oldham . 


Dr. to A. Mann & Co., 

Shipping and Forwarding Agent. 


To freight on 14 tons 10 cwts. 1 qr. 9 lb. @ fd. per lb. and 
10s. per ton 

„ Harbour dues @ 4d. per bale .. 

„ Master Porterage @ Is. 3d. per ton 
„ Cartag;© to Station .. 

„ Sampling and postage 
,, Passing Customs Entry 


91 | IS 

9 

1 1 10 

0 

' 18 

2 

1 i 4 

3 

2 

6 

] , 2 

6 

! 95 | 16 

2 


E. & O. E. 

Note.—F or delivery order of this transaction, see next page. 


Some dock authorities will themselves undertake Customs 
clearance and will forward goods on receipt of merchants 
instructions. 

Custom House. —In order to obtain possession of the goods, 
the consignee or his agent must be in possession of the Bills of 
Lading, and in addition must pass a Customs Entry at the Custom 
House. This is a Government office which is situated at all 
ports, where all ships report on arrival, and are cleared inwards and 
outwards, and where all entries have to be lodged. Moneys are also 
received here in payment of duty, light dues, etc. The captains 
of all ships (except those engaged in the coasting trade) have to 
go to the Custom House and hand in the ship's report within 
twenty-four hours of the vessel's arrival. 

Ship's Delivery Order. —After having passed the Customs 
Entry (for particulars of which see later in this chapter) it will be 
necessary to obtain a Freight Release or Ship's Delivery Order 
before the goods can be taken away from the shipowner's custody. 

This is a document issued by the steamship company or steamer's 
agents, and enables the consignee or his agent to collect goods 
from the docks. The order is made out on the Master Porter or 
Dock Superintendent. It contains particulars of the marks and 
numbers of the packages, the number of packages and the contents, 
the name of the vessel from which the goods are dischaiged, and 
also indicates where the goods are to be obtained. The Delivery 












IMPORTS—CUSTOMS FORMALITIES 


403 


Order is issued to the consignee or his agents against production of 
the Bills of Lading duly endorsed, and against payment or guarantee 
of all freight and charges. In some cases the agents stamp on the 
Bill of Lading a form of words which serves the purpose of a Ship's 
Delivery Order. 

The person collecting the goods will have to present the Delivery 
Order to the Master Porter or Dock Superintendent, after having 
paid any charges due to the harbour authorities. On production of 
the Delivery Order, the goods will be handed over to the carrier, 
who will sign the delivery book of the Master Porter or a similar 
record kept by the dock staff. The carrier will sign for the number 
of packages he receives, and will also—in the event of their not being 
in good condition—state in what condition they are, e.g. case broken, 
wrappers tom and goods exposed, etc. In the event of the importer 
not wishing to take delivery of the goods himself, owing to his 
having sold them to another person, he can endorse the Delivery 
Order in favour of the person to whom the goods have been sold. 

Ship’s Delivery Order 
The John Bull Steamship Co., Ltd. 

To the Master Porter , Princes Dock , Liverpool. 

Please deliver to Messrs. A. Mann & Co., the following Goods , 
ex ss. “ Pandia ” @ Porto Rico. 

Marks and Nos. Number and D>eKri p ti°n CONTENTS. 

C S I 1/90 90 bales Cotton 


Please note that all goods whilst The John Bull Steamship Co., Ld. 
lying on the Quay, or in any Quay 

Shed, are in every respect at the Per A. Goodson. 

Owners* and/or Consignees' sole 

risk, as the Shipowner will not be 

responsible for damage or loss by 

Fire, Theft, Weather, or however 

otherwise caused. 

It sometimes happens that the consignment has to be split up 
amongst several people, in which case the importer can endorse 
the Delivery Order, “Please deliver against our sub-orders,” and 
forward this to the Master Porter or Dock Superintendent. The 
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importer will issue his sub-orders to his various customers for the 
quantity of the consignment they have bought, and these will have 
to be presented by the customers to the Master Porter or dock 
officials as and when they wish to take delivery of their goods. 

When goods are not packed, but are in bulk, they are signed for 
in loads as each is taken away. 

Weighing. —On landing the goods, the consignees may arrange 
to have them weighed if necessary. The weights can be taken in 
various ways, for instance, the separate weight of each package, 
or if only the total weight of the consignment is required, as many 
packages as possible will be put on the scale together. If weighed 
together in drafts (the usual draft being five or ten packages, 
according to the size), the weight of each draft is shown on the 
Weight Note. In some instances, more especially where the goods 
are in bulk, they are weighed on carts over a weigh-bridge. The 
procedure is as follows: First the empty lorry is weighed, the 
weight thus ascertained being called the tare. The lorry is again 
weighed when loaded with the goods, this being the gross weight, 
so that by deducting the former from the latter, the weight of the 
goods is arrived at. If the goods are loaded direct into railway 
wagons (in order to avoid the charge for Master Porterage) the 
same procedure is necessary as with carts. Instructions for the 
weighing of goods will have to be given to the Master Porter, who 
will attend to this service. At a number of ports, the cost of 
weighing is included in the charge for Master Porterage, but where 
there is not an inclusive charge, the expenses for weighing will be 
debited to the importer. 

Copy of " Weight Note ” for Asphalt (bulk) Weighed in 
Tared Wagon 

% Messrs. J. Smith Co., 
Weight Note. Newcastle. 

Weight of Asphalt (blocks) ex ss. " Sunday ” from Bremen . 


Mark. 

Gross Weight. 

Quantity. 

T. Cwt. Qrs. lbs. 

Actual Tare. 

T. Cwt. Qrs. lbs. 

Net Weight 

T. Cwt. Qrs. lbs. 

Wagon 

L. M. A S. 89.349 

15 

; 

16 ! 2 

0 1 

. 6 

1 ! 

e | 2 j o 

9 

i 

HI | 

0 

6 
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Landing Accounts. —When goods have not been removed 
within a certain time after having been landed, they are weighed 
tared, etc , and details are entered on a form called the Landing 
Account. This contains all the particulars of the goods, marks, 
numbers, etc., also the weights, the name of the firm who entered 
them, with the carrying steamer's name, where the steamer was 
from, and also from what date rent is incurred. The Landing 
Account serves as a record upon which the importer can work when 
seeking to sell his goods. 

Dock Warrant. —This is a document issued to the owners of the 
goods by the Dock Authority when they have removed the goods 
to warehouse. It bears details similar to those furnished on the 
Landing Account, but whereas the latter is merely a record, the 
Dock Warrant is a document of title certifying in legal form that 
the goods described are held in dock warehouse to the order of the 
firm or person named. Once a Dock Warrant has been issued, goods 
will only be delivered (against its production) either to the owners of, 
should the goods have been disposed of, to the person who has 
bought them, provided that the Warrant has been properly endorsed 
in the same manner as a Delivery Order. 

Customs Formalities 

As stated earlier in this chapter, Customs Entries have to be 
passed for all goods imported into this country. If the goods are 
not liable to duty a “Free Entry" is passed; if liable to duty an 
“Entry for Home Use" or a Warehousing Entry is required, but if 
the goods are for another country, then a “Transhipment Entry" 
will have to be lodged. All these entries are required on special 
forms published in accordance with the Customs requirements, and 
must at least be in duplicate. In certain cases three copies are 
required, but although legally the copies are required to be each 
indelibly and individually prepared, in practice some latitude is at 
times allowed in this matter. At most ports these entries have first 
to be presented at the harbour or dock offices, where they will be 
stamped, this being to show the Customs officials that the dues, etc., 
have been paid. All entries must bear the steamer's name, captain's 
name, the place whence the steamer has arrived, the berth or station 
the steamer is lying, and details respecting the goods. 

Duties.—T he number of articles on which import duty is levied 



ENTRY FOR HOME USE EX-SHIP 
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in this country is not large, although recent legislation has lengthened 
the list. The duties are in most cases Specific Duties, that is, they 
are charged at so much per lb., cwt., or gallon, as the case may be. 
In certain instances ad valorem duties are charged; i.e. a definite 
percentage on value is payable. Since 1919, certain goods of Empire 
growth, production, or manufacture have been admitted at a reduced 
rate of duty—frequently five-sixths of the full rate. A claim for 
preference has usually to be supported by a Certificate of Origin 
which states, over the signature of the British Consul at the port 
of shipment or place of production, that the goods are the bona fide 
produce of the country named. 

Entry for Home Use ex-Ship. Prime Entry. —These entries 
are required for dutiable goods which are intended for immediate 
home consumption. They must be furnished in duplicate, and all 
marks, numbers, etc., also net weight or quantity, as well as the 
amount of duty to which they are liable, must be stated according 
to the best information available to the importer. The duty must be 
paid when the entry is handed to the Collector of Customs. 

Post Entry.— Should it be found, when dutiable goods have 
been landed and taken to account, that the quantity is in excess 
of that entered by the importer, a supplementary or Post Entry 
must be passed, unless the amount of the excess is under Is. The 
form for the Post Entry is the same as for the Prime Entry, except 
that instead of the full particulars being given, only the quantity 
landed in excess of that stated on the Prime Entry is shown, and 
the additional amount of duty. The Post Entry will bear the same 
number and date as the Prime Entry to which it refers. 

Over-Entry Certificate. —If, on .the contrary, the importer 
has over-entered the quantity of goods, and consequently paid duty 
on more than has actually been landed, the Customs authorities will 
issue an Over-entry Certificate for the difference between the 
quantity entered and that landed, unless the amount be less than 
Is. This Certificate enables the importer to recover the over-paid 
duty. 

Bill of Sight (B/S).—It sometimes happens that the importer 
has not the necessary particulars to enable him to pass either a 
Free or a Prime Entry, in which case a Bill of Sight is used. When 
the quantities and details have been ascertained by the Customs, 
the Bill of Sight has to be perfected by the importer within three 



BILL OF SIGHT 


Port of Manchester. 

Importer's Name) Brown , Cross & Co. f 
and Address ) Cheapside, Manchester . 


Wharf, 
Dock, or 
Station. 

Ship's Name. 

Whether 
Bntish or 
Foreign; 
ifForeign, 
the 

Country. 

Master's Name. 

Port or 
Place 
from 
whence 
Imported 

Name of 
Importer 
or of his 
Agent. 

6 

Salford 

" Monarch ” 

British 

G. Look 

Rotter¬ 

dam 

1 U* 

I 4 u * 

i 


Marks. 

BC&C 

9» 



Number of Packages, with the 
best Description of the Goods 
the Importer is able to give. 

Twenty casks Wine 
Two cases Paper 


i 


I, A . Brown (Brown. Cross & Co.) Importer of the Goods above- 
mentioned do hereby declare that I have not (or that to the best of 
my knowledge he has not) received sufficient Invoice, Bill of Lading, 
or other advice from whence the Quality, Quantity, or Value of 
the Goods above-mentioned can be ascertained. 

Dated this 15 th day of April , 19.. 

(Signed)__ 

Importer , or his Agent. 


(Signed) 


Collector, 



Port of Importation, Manchester . Dock of Station, ** Salford. 

Importer’s Name ) Brown, Cross & Co., 
and Address ) Cheap side, Manchester. 

Ex. (s.) “ Monarch ” @ Rotterdam. Date of Report and 

15 / 4 / 


j n Part G f Sight Customs Rotation No 




Number of packages, 




Marks. 

Num¬ 
bers, etc. 

quantity and description 
of goods, in accordance 
with the requirements of 

1 Desti¬ 
nation. 

Value. 

Duty. 



the Official import List. 



L 

s. 

d. 

B C <S« C 

1/10 

Ten casks Red Wine ^ 
containing Eight hun - 

Man - 







dred gallons, n.e. 25° 

Chester 

*1400 

120 



1 de 

clare the 

above particulars to be 

true. 






Dated 

\lth April, 19.. 








(Sgd.) A. 

Brown 






In Part of Sight 





B C & C 

21/22 

Two cases Paper, 






Advertising matter. 







Stationery 7 0 0 


No value | 

m 

/ 

I de 

dare the 

above particulars to be 

true. 





Dated 

i7th April, 19.. 


, 





(Sgd.) A. 

Brown. 

; 





In Full of Sight. 





B C <S* C 

11/20 

Ten casks Red Wine, 
containing eight hun¬ 

Man¬ 






dred gallons n.e. 30% 

chester 

/1500 1 



I en 

ter the a 

bove goods to be Wareh\ 

oused at 

L.M.&Si 



Railway 

Co.’s Bonded Warehouse. Ancoats 

Station , 

i 



Man 

Chester, a 

nd declare the above par 

ticulars t 

o be true. 1 



i 

Dated 

this 18 th day of April, 

19.. 




i 


(Sgd.) A. 

Brown. 





Certified correct. 








Surveyor, 








Date 






To the Surveyor, 







Sir, 








1 request an extension 






of time from 







to 


in order 






to perfect sight. 








pro_ 

1 Place and Country of destination in United Kingdom to be shown foi 
Spirits and unmanufactured Tobacco only. 

., 1S,B.*—The usual declaration must be added in MS. This form is to be 
adapted lor Free or Warehousing Entry. 
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days. This is done by endorsing upon the Bill of Sight whether 
(a) duty is payable on the goods; (b) the goods are for warehousing; 
or, (c) if such be the case, for delivery free of duty. No goods will be 
delivered until the Sight has been “perfected.” If a perfect entry is 
not made, the goods are removed to the King’s Warehouse, and may 
be sold one month after landing if not properly entered within that 
time. A perfect entry is usually endorsed on the Sight, but if some 
of the goods are not liable to duty, then two entries will be required. 
Again, if the importer wishes to clear only the free goods and part 
of those liable to duty, and to warehouse the balance, three entries 
will be necessary, viz., a Free Entry, a Duty-Paid Entry, and a 
Warehousing Entry. The last entry made on the Sight will be 
headed “In full of Sight,” whereas the others will be “In part of 
Sight.” (See form.) 

Warehousing Entry. —When dutiable goods are imported, 
which are not required for immediate use, they are stored in ware¬ 
houses approved by the Customs authorities. In such a case, a 
Warehousing Entry must be passed in duplicate. This entry must 
contain the marks, numbers and contents of the packages, and the 
name of the warehouse in which the goods have to be stored. Should 
the goods be for warehousing at another port or place, then in addi¬ 
tion to the Warehousing Entry, the importer will have to enter 
into a bond for double the amount of duty for which the goods are 
liable. This is cancelled by the Customs on arrival of the goods 
at the warehouse within the time specified on the entry. 

When consignees wish to take delivery of part or the whole of a 
consignment, they will have to take out a Warrant for Wet (or Dry) 
Goods for Home Consumption, as the case may be. This form is 
issued by the Customs authorities, and is in three parts. 

A specimen form is appended, and this will be found self- 
explanatory. 

Transhipment Entry. —When goods are imported with the 
intention of being re-shipped to another country, it is necessary 
to pass a Transhipment Entry. For free goods the entry is similar 
to the Free Entry for goods destined to remain in this country, 
except that the port of exportation has to be given, and also the 
name of the exporting vessel. 

For the transhipment of dutiable goods, it is necessary to present 
to the proper officer a Warrant and Delivery Order in approved form. 



ENTRY FOR WAREHOUSING 



I enter the above Goods to be Warehoused, Chapel St. Bond, Salford, and declare the above particulars to be true. 

Dated this 18/A day of April, 19.. ) (Signed) A. Brown, 













Ledger No. Folio. 

WARRANT.—Dry Goods, EXCEPT TEA and TOBACCO, for Home Consumption. 



Collector ol Customs and Excise. 
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I enter the above Goods as free of Duty, and declare the above particulars to be true. 

Dated this 20th day of April, 19.. I (Slgned) G ' P f s * 

J r per A. Rayne. 

Importer or his Agent . 
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TRANSHIPMENT DELIVERY ORDER 

To the Officer of Customs on board the (s.) " Ciceley," A. Brown, 
Master, @ Hamburg. 

Send in charge of an Officer to be delivered into the custody of 
the proper Officers at Wapping Dock for transhipment only on board 
the (s.) " Savana ” for Bussorah. 

Description of Goods. 

I ' 

i 

600 Bags Sugar 


Marks. Nos. 


EC A 
DGR 
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Port of Liverpool. 

SHIPPING BILL FOR TRANSHIPMENT GOODS ONLY 

In the (s.)“ Savana." G. Letts, Master for Bussorah, the 20'h 
day of May, 19.. 

Exporter, A^Nibb & Co. 

Address, Black friars, Liverpool . 


Reported inwards by the (s.) " Ciceley 99 from Hamburg , the 15 th 
day of May , 19.. 


Thompson & Sons, Lighterman. 


Marks 

Number and 

Value 

and 

description Goods. 

Numbers.! 

of Packages 

l 

EC A 
DRG 

600 Bags Refined Sugar , 0.5. Ex 98°, containing 

£1,500. 

One thousand two hundred cwts 



Officer. 

Date. 


I declare that the quantity, description, and value of the Goods 
entered in this Shipping Bill are generally correct. 


A. Nibb & Co., 

~ - f"L. C. Cbri E ’"’° rter " Asrat ' 

Received the above-named packages on ) 
board this Ship, 22nd May , 19.. J 


G. Letts, Master. 


Export Station and Certificate of) 
Shipment to be inserted here j 


Countersignature of 
Officer of Customs. 


Officer. 


19 . 


N.B.—Lightermen or Carmen are particularly required to give immediate 
notice to the Export Examining Officer if any of the above-mentioned goods 
be shut out of the Vessel, and on no account to take them to any other Ship 
than the one above-named without his permission. 
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BOND NOTE FOR TRANSHIPMENT AND 
EXPORTATION 


Port of Liverpool. Bond-Office, Custom House. 

20 th day of May, 19.. 


Marks 
and Nos. 


EC A 
DRG 


This is to certify that Messrs . 
A. Nibb & Co., of Blackfriars, 
Liverpool, 

have given security as required by 
Law for the due Transhipment and 
Exportation of the undermentioned 
Goods, viz.: 

1 Six hundred bags Sugar 


Values. 

Duty Free 
Goods. Goods. 


£1,150 


I 


I 


I 


1 One article only to be entered on each line. 1 

Total Value of Free Goods only £ 



Amount of Duty, £380. 

On board the (s.) “ Savana” for Bussorah . 

The above Goods reported 15th day of May, 19.. 

ex the (s.) " Ciceley” Master, @ Hamburg. 

( Here state — 

Name of the proposed Security , Afr. L . C. Clarke . 
Address> Harrison Drive, Seaforth . 

Date of General Bond _ 

* Signature of Exporter or 
* Authorised Clerk or Agent 


Clerk of the Bonds 
Bond No. 
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KNOW ALL MEN by these Presents that We, Leonard Charles 
Clarke, of Harrison Drive, Seaforth and Walter Reece, of 15 
Grove Road, Bootle, both in the County of Lancaster 
are held and firmly bound unto our Sovereign Lord George, 
by the Grace of God, of the United Kingdom of Great Britain, 
and of the British Dominions beyond the Seas, King, 
Defender of the Faith, in the sum of Four hundred 
pounds of good and lawful money of Great Britain, to be paid 
to our said Lord the King, His Heirs and Successors, to which 
payment well and truly to be made, we bind ourselves jointly, 
and each of us severally, our heirs, executors, and administrators 
and every of them, firmly by these Presents. Sealed with 
our Seals. Dated this 20 th day of May 

in the year of our Lord One Thousand Nine Hundred and 

Whereas the above bounden Leonard Chas. Clarke has given 

notice of his intention to remove and export the following Goods, that is to 
say 


E C A Six hundred Bags Sugar, refined O.S. Ex. 98°. 
DR G 


Now the Condition of this Obligation is such that if the said Goods and 
every part thereof shall be duly entered and cleared for Exportation; and 
shall within the time allowed by or by reference to the Regulations of the 
Commissioners of Customs for the time being in force, be duly and regularly 
transhipped from the import ship to the proper export ship, and shall be 
produced to the proper Officer of Customs at the Port of Exportation ; and 
shall be duly exported to and landed at Bussorah within three 
months from the date hereof. And if, in case the said Commissioners shall 
require it, proof to their satisfaction shall, within such time as they shall 
allow, be produced from Bussorah aforesaid of such landing there 
of the said Goods—or if the said Goods though not shipped or not landed 
shall be otherwise accounted for to the satisfaction of the said Commissioners, 
then this Obligation shall be void, otherwise shall be and remain in full foroe 
and effect. 


Signed, Sealed and Delivered 
in the presence of 


} 


Leonard C. Clarke . 


Walter Reece* 


OO 



IMPORTS—CUSTOMS FORMALITIES 


419 


BAGGAGE SUFFERANCE INWARDS 


Port of Liver pool- 


Ship’s | 
Rotation No. ) 


Importer, Alla n J ones f Bros - 


Wharf, Dock, or 
Station. 

Ship’s Name. 

Master. 

Port or Place 
whence imported. 

Albert Dock 

" Myth " 

William Wind 

Stockholm 


Number and Description of Packages and Goods. 


A 1/10 Ten packages Used Clothing (Private Effects) 
B 2/3 Two packages Bedding (Private Effects) 


i 

! 

i 


The above-mentioned goods may be landed and examined. 
The particulars of examination are to be recorded hereon. Care 
is to be taken that duty is paid on any dutiable goods; if, 
however, the packages contain any such goods concealed, or 
any prohibited goods, they will be liable to seizure. 


pro Collector. 


Dated this _day of ^eby., 19 .. 
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together with a Shipping Bill, and also to give bond. Further, 
there will be required a Bond Note for Transhipment and Exporta¬ 
tion and a Transhipment Delivery Order. This latter is handed 
to the customs officer in charge of the importing vessel. 

Entry for Baggage and Private Effects. —This entry, which 
is called a “ Baggage Sufferance/* is required for goods of a personal 
character, part used household goods, and private effects not being 
imported by way of merchandise. 

A specimen form is given on page 419. 

Key Industry Duty. —A very important piece of post-war 
legislation having a bearing upon a good many trades is the Safe¬ 
guarding of Industries Act, 1921. So far as importers are concerned, 
its object is the protection of certain staple trades for which the war 
demonstrated our dependence on foreign countries. The chief classes 
of traffic affected are— 

Optical and scientific instruments and glassware, laboratory 
porcelain, ignition magnetos, hosiery latch needles, arc-lamp 
carbons, wireless valves, tungsten, molybdenum, vanadium, 
and synthetic organic and fine chemicals. 

Official lists have been issued naming over 7,000 specific articles, 
subject to the Act, on which goods a duty of 33£ per cent is, with a 
few exceptions, payable on importation. Goods of British Empire 
origin or growth are exempted on production of a Certificate of 
Origin. The Treasury have issued various orders exempting certain 
articles from the operation of the Act, either temporarily or per¬ 
manently. Details should be sought from a reliable shipping agent, 
or the Official Orders can be purchased from H.M. Stationery Office 
at Adastral House, Kingsway, London, W.C.2. 

Key Industry Duty is payable on the C.I.F. value, and is only 
charged up to the amount by which it exceeds any other customs 
duty chargeable. 

Conversion from foreign currency must be made at the rate of 
exchange current on the date of report of the importing ship. 

Goods liable to Key Industry Duty are entered on a revised 
Customs Entry form (No. 107 (Sale)), and have to be described in 
accordance with the official Import List and also according to the 
Schedule to the Act and the Board of Trade lists. Invoices in 
duplicate must be produced for examination by H.M. Customs. 



IMPORTS—CUSTOMS FORMALITIES 


421 


Officers will, if desired, officially stamp and initial the invoice 
or a copy and return it to the importer for use if required in connec¬ 
tion with any subsequent claim for drawback. 

Articles which have “ lost their identity .” Where an imported 
article is a compound of which an article liable to Key Industry 
Duty is an ingredient or forms part, Key Industry Duty is not 
payable in respect of the compound article if the compound is of 
such a nature that the article liable to duty has lost its identity. 

Key Industry Duty is due on importation and, unless goods are 
liable to other customs duties, payment cannot be deferred by 
placing goods in bonded warehouse. An exception is made in favour 
of certain fine chemicals, which may go into any suitable bonded 
warehouse, but may not there be repacked. 

Prohibited Goods. —Some goods are not allowed to be imported 
into this country at all, and other goods only with certain 
restrictions. The chief of those prohibited are— 

Books which are copyright in the United Kingdom. 

Coin of Bronze, etc., manufactured in any foreign country. 

Imitation coins, if not a British coin, also false and counterfeit 
money. 

Fictitious Stamps or apparatus for producing them. 

Lottery advertisements and notices. 

Extracts or concentration of chicory, coffee, tea or tobacco 
(except for transhipment). 

Illegally caught fish. 

Matches made with white phosphorus. 

Indecent or obscene prints, articles, etc. 

Infected cattle, sheep, and other animals; also the carcass of 
any animal which has died or been slaughtered on the voyage. 

Gooseberry and Currant bushes, prohibited under the American 
Gooseberry Mildew Act. Currant bushes, however, may be 
landed under a licence from the Ministry of Agriculture. 

Hay and straw from European Continent, Argentine Republic, 
Brazil, and Central America, unless a licence is granted by the 
Ministry of Agriculture. * 

Importations with Restrictions.— 

Acetylene, for which it is necessary to obtain the authority of the 
Home Secretary. 

Coins, etc., for purposes of art, exhibition, and collections. 
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Envelopes, addressed, as long as they have no enclosure likely to 
infringe the Revenue Act. 

Dogs can be landed from foreign countries into the United 
Kingdom only by a licence granted by the Ministry of Agri¬ 
culture and subject to the condition contained in such licence. 

Explosives and dangerous goods. Certain explosives are allowed 
to be imported under licence, and subject to the goods being 
packed in accordance with the Explosives Act, and all such 
packages must bear in a prominent place the words:—Gun¬ 
powder, Explosive, Nitrate, Mixture, or whatever the article is 

Saccharin can be landed only at approved ports and in packages 
each containing not less than 11 lbs. net. 

Tobacco, including cigars, etc., can be imported only at certain 
approved ports, and must arrive in packages each of not less 
than 30 lbs. gross weight, in vessels of not less than 120 tons. 
Exception is sometimes made in favour of small packages 
imported as ship’s stores, in passengers' baggage, or by parcels 
post, on payment of a small fine. 

Detention of Goods. —By the Merchandise Marks Act, Customs 
officers have power to detain all foreign goods which are an infringe¬ 
ment of this Act, e.g. (1) goods bearing the name and address of 
the consignees, with the intention of being given away to customers 
as advertising matter; (2) any trade-marks belonging to a manu¬ 
facturer or dealer in the United Kingdom, unless it also states 
where the goods have been produced ; (3) goods which do not show 
where they have been manufactured. 

In these cases, the consignees or owners of the goods will, in the 
case of (1), have to send a declaration to His Majesty’s Customs 
stating that the goods are imported with their consent or knowledge, 
and are not for sale. In cases (2) and (3) they will have to make 
application to be allowed to qualify, as may be necessary. This 
will be referred to the Board of Customs, who will give the neces¬ 
sary permission if they think fit, otherwise the goods will have to 
be returned. 

British Returned Gj>ods. —On an entry for goods of British 
manufacture which have been returned, the words " British Returned 
Goods ” should appear, and a declaration from the owners stating 
that they are their goods, and the reason they have been returned, 
should also be handed to the Customs. If the goods are of such a 
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nature that, but for their British origin, they would be dutiable, 
a special procedure entailing use of the Bill of Store form has to be 
followed. 

Empty Boxes, Bottles, etc. —This class of goods is liable to be 
detained until a declaration is given by the consignees stating that 
they are to be filled with British manufactured goods. 

Questions 

1. Name some of the principal markets at which imports on 

consignment are sold. 

2. State the difference between imports on consignment and 

imports against orders. 

3. On hearing of the arrival of the vessel containing goods 

forwarded to you, what steps would you take to obtain 
possession of your goods ? 

4. What is a Ship’s Delivery Order, and for what purpose is it used ? 

5. Explain briefly the difference between Customs Duties and 

Excise Duties. 

6. What are Customs Duties, and for what purposes are they 

levied ? 

7. If a consignment of wheat were sent to you, what entry would 

you have to pass before obtaining permission to remove the 
goods ? 

8. What entries are required for dutiable goods ? 

9. How would you clear dutiable goods intended for immediate 

home consumption ? 

10. State the circumstances under which (a) a Post Entry; (b) an 

Over-Entry Certificate would be required. 

11. In what cases is it necessary to pass a Bill of Sight ? 

12. You receive a consignment of dutiable goods which are not 

required for immediate use. What entry is required in 
such a case, and what steps would you take to obtain delivery 
of the goods when they were required for use ? 

13. When goods are imported with the intention of being re- 

shipped to another country, is it necessary to pass any cus¬ 
toms' entry ? If so, what entry is necessary (a) in the case 
of free goods; (b) in the case of dutiable goods ? 

14. Certain goods are not allowed to be imported into this country, 



424 


THEORY AND PRACTICE OF COMMERCE 


while on others there are certain restrictions. Specify four 
kinds in each case. 

15. What power is given to Customs officers by the Merchandise 

Marks Acts regarding the detention of foreign goods ? 

16. Is any entry required for baggage and goods of a personal 

character ? 

17. What is Key Industry Duty, and on what principal classes of 

goods is it payable ? 



CHAPTER XXIV 
ship's reports, papers, etc. 

On arrival of a ship in port, the captain must hand to the Customs 
authorities the Ship's Report. This is a copy of the Manifest 
made out on special forms as required by the Customs, showing 
marks and numbers on the packages, the number of packages, 
contents, and consignees of the various goods. Should no con¬ 
signee's name appear on the ship's papers, the goods will be deemed 
to be sent to " order," and this must be shown on the report. If 
any of the goods are for shipping to another country, opposite 
these must appear the words “ In transit." Should a vessel be 
going to another port with part of the cargo, opposite each item 
which is not to be landed at the first port must be stated, " To 
remain on board for exportation." Various other particulars 
have to be given, namely, the official number of the vessel, number 
and date of register, the ship’s name, her tonnage, number of crew 
(British and Foreign), name of Master and whether British or 
Foreign subject, also the port from which the vessel sailed, the 
quantity of stores liable to duty still remaining on board, the 
quantity of coal and live stock, the number of alien passengers 
(if any), pilot's name, at what station the ship is lying, and the agent's 
name and address. If the boat has called at any other port, that 
fact must be stated. Should any derelict, wreck or iceberg have 
been met on the voyage, or any collision have taken place, the 
Master must report this, and give full particulars to the Receiver 
of Wreck, an official usually domiciled at the Custom House. 

There are certain goods which have to be specially reported, viz., 
spirits, tobacco, cigars, saccharin, and snuff. After the cargo is 
landed, if it is found that it does not agree with the report, the agent 
will have to make application to be allowed to amend the report 
by deducting, if the cargo is short, and by adding should there be 
an excess. No goods which have been overlanded, can be taken 
delivery of until the report has been amended. The Customs 
authorities can refuse to accept the report until a certificate is 
obtained from the harbour or dock authorities, stating that all 
dues, tolls, etc., have been paid. 
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Ship's Papers. —All British vessels carry on board certain 
documents known as the Ship's Papers. These consist of: 

Certificate of Registry , which is a document granted at her Port 
of Registry by the Registrar. It contains the name and description 
of the vessel, her tonnage, the name of the Master and of her 
owners. 

The Ship’s Log is a book containing particulars of the daily runs 
of the vessel; the weather and winds encountered, the places 
passed, and the time of passing, are also noted. 

Ship’s Articles. —This is an agreement signed by each seaman 
stating his rank, wages, time engaged for, foods to be supplied, 
and any other conditions. 

Crew List .—This contains the names of all persons on board. 
It is sometimes called the " Muster Roll." 

Bill of Health is the certificate stating if any infectious disease 
was prevalent at the port from which the vessel sailed at the time 
of its departure. 

Clearance Outwards. —All vessels leaving a port with cargo 
for abroad must, before sailing, obtain a Clearance Outwards. 
This is a card signed by the Customs officer, and bears a red stamp, 
containing the date of clearance. To this card is attached the 
" Victualling Bill" which contains a list of bonded or drawback 
stores on board, also the quantity of dutiable goods already on board, 
which have been put under seal by the Preventive Officer on arrival 
of the vessel. 

Charter Party. —This is a document used when a vessel has been 
chartered. It contains particulars of the contract between the 
owners of the vessel and the merchant or other person who has 
chartered the vessel. Among other things, all conditions as to the 
cargo, time allowed for loading and discharging, and the rate of 
freight to be paid, are given. There are two principal kinds of 
Charters, viz. "Time Charters" and "Voyage Charters." The more 
common is the Voyage Charter, which is used for a ship chartered 
to undertake a specific voyage, whereas the Time Charter is used 
when a ship is chartered for a specific time. It may be well to explain 
here some clauses mentioned in a Charter Party. “Steamer being 
tight , staunch and strong , and in every way fitted for the voyage’’ means 
that the vessel is thoroughly seaworthy and fit to carry the cargo 
and undertake the voyage. “Consisting of lawful merchandise 
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BILL OF HEALTH 

TO ALL TO WHOM THESE PRESENTS SHALL COME. 

I, The undersigned Officer of His Majesty King George, 
in the Port of Goole , 
in the City or Town of Goole, 
send greeting 

WHEREAS the Vessel called the (s.) “ Uniform ” 
whose Master is Charles Willoughby , is about to sail from 
the said Port of Goole on this 14 th day of April , in the Year 
of Our Lord One thousand nine hundred and , and from 
thence for Melbourne and other places beyond the Seas, 
with One hundred and ten Persons on Board including the 
said Master. 

Now, Know ye that I, the said Officer, do hereby make 
it known to all Men, and pledge my faith thereunto, that at 
the time of granting these presents, no Plague, Epidemic 
Cholera, nor any dangerous or contagious disorder exists in 
the above Port or Neighbourhood. In testimony whereof 
I have hereunto set my name and Seal of Office, on the Day 
and Year aforesaid. 


Given in the Custom House of the 

of 

on the day of 

in the Year of Our Lord ; 
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VICTUALLING BILL 

Granted Number 


Port of Goole. 

Bonded and Drawback Stores in the (s.) " Uniform." 


C. Willoughby , Master for Melbourne. 
Men, 103 Passengers, Six. 

Tons, 2,918. 


Spirits 


Rum .. gall. 

Brandy 

Geneva . ... 

, Whisky 
Gin 

Other Spirits, not sweetened 
British Spirits, sweetened ,, 
'Foreign Spirits, sweetened 


Wine 

Beer, Foreign 
Beer (for Drawback) 
Lemon Juice 
Coffee 


cwt. 


,, Roasted (for Drawback) 

Cocoa 


lb. 


„ Paste 

Chicory, Roasted and Ground, in Bond, 
Coffee and Chicory, Mixed, Roasted 
and Ground in Bond .. . . lb 

Tobacco (for Drawback) .. 

„ Cavendish or Negro Head 

„ Other Sorts 


Cigars 

Cigarettes 

Raisins 

Currants 

Figs 

Prunes 

Plums 

Sugar 

Molasses 

Condensed Milk 

Preserves (Marmalade, etc 

Playing Cards 

Sundry Sugar Goods 

Surplus Stores 

12 lbs. Tobacco, O.S. m.s. 

5 gall. Spirits, O.S. 



. doz. packs 
.. cwt. 

8 lbs. Cigars 
25 „ Coffee 


Examined 


Net Quantities taken on Board. 


15 

10 

25 

5 

10 

3 

10 

14 

1 

1 

5 

20 

10 

i 

pro Collector. 
19 Stoker 


Geared 


Residence. 
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This refers to almost any kind of cargo, except that liable to damage 
the ship or other cargo. 

" Lay-days 99 are the number of days allowed to the charterers 
(that is, the people who hire the vessel) either to load or to discharge 
the vessel. These Lay-days begin to run from the time the captain 
gives notice in writing of readiness for loading or discharging. 

Manifest. —Every vessel carries a list of the cargo on board, 
giving all marks and numbers on the packages, and their contents. 
Should the vessel be calling at several ports, the goods for each place 
are shown on the Manifest. 

Freight List. —This is practically the same as the Manifest 
with the addition of columns for particulars of the freight. As a 
rule, there will be a column for the freight paid at port of shipment, 
and another for the freight payable by the consignees. 

Freight Market Report. —The freight market report in the 
various shipping and daily papers makes interesting reading to all 
those concerned in the shipping trade, and a short extract from such 
a report will no doubt be of interest to students. Little comment 
is called for. It should be noted that the freight market is influenced 
as are other markets, by the law of supply and demand, and when 
the trade of the world is depressed there are fewer cargoes passing 
and the competition of steamers for the orders available brings down 
the rates of freight. Some paragraphs from a freight market 
report are given below. 

“Freight Markets. —On the Baltic Shipping Exchange yester¬ 
day the volume of business concluded in the leading homeward 
trades was small, but the undertone generally was steady on the 
reserve of owners, especially for early loadings. Cuba resumed the 
chartering of freight space for sugar to U.K./Continent, paying 
14s. 6d. for March loading, and further tonnage is wanted for 
both March and April positions. The River Plate was quiet but 
steady, with 21s. 6d. paid for a moderately large vessel from 
Necochea to U.K./Continent, mid-March, also 19s. from Concepcion 
to Antwerp or Rotterdam, March-April, The Australian section 
was unrepresented, but tonnage was fixed abroad for beans from 
Vladivostock to Rotterdam or Hamburg at 26s. 3d., April. India 
was steady to firm for early loadings, and the higher rate of 20s. 9d. 
on d.w. was paid for Bombay to U.K./Contipent, early March. The 
Russian Black Sea grain market was ba^JPpf orders. 
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STEAMER. 

A CharteivIPartij 

19.. 

IT IS THIS D \Y MUTUALLY AGREED BETWEEN Morning Steamship 
Co., Ltd., Owners of the good Steam Ship called the " Sunrise " 

of the measurement of 1,500 Tons Net Register, 2,700 Tons 
dead weight cargo capacity guaranteed, classed 100 A 1 Lloyd’s or equal 
thereto, now lying at Valencia and Jones Jones & Co., of Liverpool Charterers 
THAT the said Steamer being tight, staunch, and strong, and in every way 
fitted for the voyage, shall with all convenient speed, sail and proceed to 
Liverpool 

or so near thereunto as she may safely get, and there load, always afloat, 
from the Factors of the said Affreighters, a full and complete cargo, consisting 
of lawful merchandise, 

which the said Affreighters bind themselves to ship, not exceeding what she 
can reasonably stow and carry over and above her Tackle, Apparel, Provisions, 
and Furniture; and being so loaded shall therewith proceed as ordered on 
signing Bills of Lading to 


Buenos Ayres, 


or so near thereunto as she may safely get, and deliver the same, always 
afloat, on being paid Freight as follows :— 


Twenty-two shillings per ton. 


being in full of all Port Charges and Pilotage as customary. 

1. —The Freight to be paid at Port of Discharge on unloading and true 
delivery of the Cargo in Cash at current rate of exchange. 

2. —As much Cash as Master may require for Ship’s ordinary disburse¬ 
ments at Port of Loading, not exceeding ^30 to be advanced (if required), 

subject to 3 per cent, for Interest and Insurance. 

3. —Merchants have the full range of Vessel’s holds, including cross and 
half-deck bunkers, if any, and right of shipping Cargo on deck (at their risk), 
in so far as compatible with Steamer’s seaworthiness. 

4. — Five days, Sundays, and holidays excepted, are 

to be allowed the said Merchant (if Ship be not sooner despatched, Charterers 
having liberty to load up to midnight) for loading and discharging, but time 
occupied in shifting ports not to count, and two days on demurrage, 
over and above the said laying days at three pence per net register ton 
per day. Lay days in each port to count from Captain’s notice of readiness 
for loading and discharging. Charterers to have option of loading and 
discharging on Sundays and holidays, such days to count as lay days for time 
actually occupied. 

5. —The Act of God, perils of the sea, fire on board, in hulk or craft, or on 
shore, barratry of the Master and Crew, enemies, pirates, and thieves, arrests 
and restraints of princes, rulers, and people, collisions, stranding, and other 
accidents of navigation, excepted, even when occasioned by negligence, 
default or error in judgment the Pilot, Master, Mariners, or other servants 
of the Shipowners. Not answerable for any loss or damage arising from 
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explosion, bursting of boilers, breakage of shafts, or any latent defect in the 
machinery or hull, not resulting from want of due diligence by the Owners 
of the Ship, or any of them, or by the Ship’s Husband or Manager. 

6. —The Ship has liberty to call at any ports in any order, to sail without 
Pilots, to tow and assist vessels in distress, and to deviate for the purpose 
of saving life or property. 

7. —The Cargo to be brought to and taken from alongside the Ship at 
Merchants’ risk and expense. 

8. —The Captain to sign Bills of Lading as presented, if in accordance 
with Mate’s receipts, and at any rate of Freight, without prejudice or reference 
to this Charter-Party, if not at variance therewith, the owners having a lien 
on the Cargo for Freight, Dead Freight, and Demurrage. Should the total 
Freight shown by Bills of Lading amount to less than the Freight stipulated 
by this Charter, the deference to be paid to Captain before sailing, and should 
the Freight shown by Bills of Lading amount to more than the Freight 
stipulated by this Charter, the difference to be paid before sailing to 
Charterers by Captain’s Draft on Owners, payable 48 hours after arnval at 
discharging port. 

9. —The Captain to telegraph arrival at outward discharging port to 
Owners at Newcastle 

also to telegraph them his departure for loading port. 

10. —Steamer not answerable for leakage or breakeige, unless occasioned 
by bad stowage of cargo. 

11. —Lay days not to commence before the 25 th day of March, 19.. 

and should Steamer not arrive and be ready to load at first loading port on 
or before 5 th day April 

Charterers to have the option of cancelling this Charter. 

12. —Any difference respecting the interpretation of this Charter to be 
settled m accordance with the custom of the port where it arises. 

13. — Five per cent. Address Commission is payable to Charterers at 

port of loading. Vessel to be addressed at ports of loading and discharge to 
Charterers or their Agents, paying the customary fees for transacting Steamer’s 
business, and to employ Charterers’ stevedores for loading and discharging 
at not exceeding customary rates. Charterers to have the use of Steamer’s 
winches, Captain supplying necessary men and coals to work same. 

14. — Five per cent. Brokerage on the amount of Freight is due by 
the Ship on the signing hereof to Williams, Brown & Co 

ship lost or not lost. 

15. —Penalty for non-performance of this Agreement, estimated amount 
of damages. 


Morning Steamship Co., Ltd., 

A. Coxon, Managing Director. 

Witness to the Signature of M. S. S. Co., 

A. H. Green . 

of Jones Jones <5* Co. pp. Jones Jones & Co. 

Wm. Hughes. Hughes Jones. 
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"Fixtures included: Necochea.—Cerasus, 6,500 tons, 10 per cent, 
U.K./Continent, 21s. 6d., mid-March. Concepcion.—Thistlegarth, 
7,000 tons, 10 per cent, Antwerp/Rotterdam/or Amsterdam, 19s., 
March-April. Cuba.—Strassa, 6,800 tons, 5 per cent, U.K., 14s. 6d., 
late March; steamer, 7,500 tons, 5 per cent, U.K./Continent, 14s. 6d., 
mid-March. Hopewell.—Nidarholm, 4,000 tons. Continent (three 
ports), $3.25, free loading, nitrate, March. Bombay/Karachi/Mar- 
magoa.—Steamer, 7,400 tons, U.K./Continent, 20s. 9d. on d.w. early 
March. Vladivostock.—Picardie, 7,000 tons, Rotterdam and/or 
Hamburg, 26s. 3d., April." 

Various terms and abbreviations are used in connection with 
Freights and Chartering. 

Backward ship .. To load some time ahead. 

Ballast .. .. Water in tanks (water ballast) sand, stones, etc., 

carried when a vessel has no cargo on board, to 
make her draw sufficient water. 

Broken stowage Articles used to fill up the spaces between 
goods. 

C/P .. .. Charter-Party. 

d. and b.Deals and boards. 

Deal ship .. Vessel intended to load with deals 

Fixed .. .. Chartered. 

f.o.w. .. .. First open water. 

f.o. .. .. For orders. 

'Frisco .. .. San Francisco. 

Liner .. .. One of line of steamers running regularly 

between regular ports. 

o. c. .. .. Open Charter. 

Option .. .. Charterer to have option. 

p. o.c.Port of call. 

p.p. .. .. Particular Port, viz.: a named port. 

Prompt ship .. A vessel shortly ready to load, 

regs .. .. Registered tonnage. 

Ship on the Berth Ready to load and booking cargo. 

Spot ship .. At place of loading. 

U.K.United Kingdom. 
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Abbreviations used in Shipping in addition to those in connection 
with Freights and Chartering. 


Adr. 

.. Addressed. 

B/L 

.. Bill of Lading. 

b. 

.. Bale. 

Bdls. 

.. Bundles. 

BO. 

.. Board’s Order (Customs). 

Carrg. Pd. 

.. Carriage Paid. 

„ Fwd. 

.. Carriage Forward. 

t- 

.. Case. 

C/note 

.. Consignment note. 

Ctg. 

.. Cartage. 

EO. 

.. Examining Officer (Customs). 

f.a.s. 

.. Free alongside. 

f.o.b. 

.. Free on board. 

f.o.r. 

.. Free on rail. 

f.p.a. 

.. Free of particular average. 

F.R. 

. . Freight release. 

Frt. pd. 

.. Freight paid. 

Frt. fwd. 

.. Freight forward. 

Instrs. 

.. Instructions. 

Kilo 

.. Kilogramme. 

Kil. 

.. Kilometre. 

Mks. 

.. Marks. 

n/m 

.. No mark. 

n/n 

.. no number. 

Nos. 

.. Numbers. 

O.R. 

.. Owner's risk. 

Pkgs. 

.. Packages. 

Ptg. 

.. Porterage. 

S/N 

.. Shipping Note. 

u/e 

.. Unenumerated. 

W/Bill .. 

.. Way-Bill. 

Wt. 

.. Weight. 


Questions 

1. What is the first duty of a captain on arrival of his ship in 
port ? 
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2. Specify some of the particulars which must be given in a 

Captain's Report. 

3. Certain goods have to be specially reported. Name some oi 

these. 

4. What do you understand by Ship’s Papers ? 

5. For what purpose is a Bill of Health required ? 

6. What do you understand by Clearance Outwards ? 

7. Give a definition of “ Charter-Party,” and state some of the 

particulars which you would expect to find in such a document. 

8. What is the difference between a Voyagfe Charter and a Time 

Charter ? 

9. Define the terms “ Lay Days ” and “ Demurrage.” 

10. What is a Ship’s Manifest ? 

11. What is a Freight Market Report, and what purposes does it 
serve ? 

12. Give the meanings of the following terms used in connection 

with freights and chartering: Backward Ship; Broken 
Stowage ; F.O.W.; Ship on the Berth ; o.c.; Ballast. 



CHAPTER XXVI 


MARINE INSURANCE 

If we give a moment's thought to the geographical position of 
Great Britain in relation to trade, the first thing that would natur¬ 
ally strike us is the fact that all imports and exports (excepting air 
transport) must arrive and go out in ships. The British mercantile 
marine is the largest and finest in the world; this is due largely to 
the geographical position of the United Kingdom, as well as to the 
inherent seafaring qualities of the natives of these islands. The 
importance of marine insurance is, therefore, apparent. 

Historical Introduction.— The origin of marine insurance 
is more or less a matter of conjecture, but most probably it had its 
birth in that ancient centre of commerce, the Mediterranean. 
The enterprise and commercial instincts of the Phoenician and other 
Levantine merchants being historical facts, we should not be beyond 
the bounds of possibility in crediting them with the evolution of 
some system of indemnity whereby the luckless trader whose 
venture met with misfortune, might be compensated for his loss, 
though it may have been in part only. Certain it is that a system 
of marine custom or law was recognised by these old time trading 
communities, being known to us under the title of the Rhodian 
Laws, later incorporated into the Roman Law, one of which pro¬ 
vided that in the event of jettison (throwing overboard) of cargo 
for the sake of lightening a ship in peril, that which was given for 
all should be made good by a contribution from all. At the time 
the Rhodian Laws were framed the usual means of propulsion were 
oars, and in all probability jettison was about the only sacrifice that 
could be made for the common benefit. Thus this custom was the 
forerunner of the now universal law of General Average, and in 
fact might be styled the foundation of it. The veiy name of 
these laws gives one an idea of their extreme antiquity, for it .s 
known that Rhodes was a place of commercial prosperity which 
was at its zenith as far back as the seventh century b.c. The fact 
remains, however, that if a form of indemnity was in use all actual 
traces of such are lost, and no other evidence remains to us beyond 
a few sentences of historians, which show that in some way or other 
the oversea trader was protected from loss. 
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The_Insurance Company, 

Limited 


No. 



General Average and Salvage charges 
payable according to Foreign Custom or 
per York-Antwerp Rules, if in accordance 
with the contract of affreightment. 

1 Warranted fr e of capture, s mure 
arrest, restraint or detainment, and the 
consequences thereof, or of any atti mpt 
thereat (piracy excepted), and also from all 
consequences of hostilities or warlike opera¬ 
tions, whether before or after declaration of 
tear. 

2 Warranted free of loss or damage 
caused by strikers, locked-out workmen, or 
persons taking part in labour disturbances 
or riots or civil commotions. 

Should Clause No 1 be deleted, Clause 

No. 3 i s to operate as Part of this policy. 

3. Warranted free of any claim based 
upon loss of, or frustration of, the insured 
voyage or adventure, caused by arrests, 
restraints or detainments of Kings, Princes, 
or Peoples. 

Warranted free from particular average 
unless the vessel or craft be stranded, sunk, 
or burnt, each craft or lighter being deemed 
a separate insurance. Underwriters, not¬ 
withstanding this warranty, to pay for any 
damage or loss caused by collision with 
any other ship or craft, and any special 
charges for warehouse rent, re-shipping, or 
forwarding, for which they would otherwise 
be liable. Also to pay the insured value of 
any package or packages which may be 
totally lost in transhipment. 

Grounding in the Sues Canal not to be 
deemed a strand, but Underwriters to pay 
any damage or loss which may be proved 
to have directly resulted therefrom. 

Held covered in case of deviation or change 
of voyage, provided notice be given and any 
additional premium required be agreed 
immediately after receipt of advices. 

It is hereby agreed that the Assured shall 
not be prejudiced by the insertion in the 
Bill of Lading or Charter Party of the 
following Clause— 

“ The Act of God, Perils of the Sea, Fire, 
" Barratry of the Master and Crew . 
*' Enemies, Pirates , Thieves , Arrest ana 
" Restraint of Princes, Rulers, and People, 
*' Collisions, Stranding, and other Accidents 
"of Navigation excepted, even when occa- 
*' timed by the negligence, default, or error 
*' in judgment of the Pilot,Master,Mariners, 
N or other Servants of the Shipowner ” 

This insurance shall not inure to the 
benefit of any Carrier or Fire Insurance 
Company. 

Chartered Freight is warranted free from 
any claims consequent upon loss of time, 
whether arising from a peril of the sea or 
otherwise. 


WHEREAS it hath been proposed to the 

- Insurance Company, Limited, 

by as well in 

own name as for and in the name and names of 
all and every other person or persons to whom 
the subject matter of this Policy does may or 
shall appertain in part or in all to make with 
the said Company the Insurance hereinafter 
mentioned and described. Now this Policy 
Witnesseth that in consideration of the said 
person or persons effecting this Policy pro¬ 
mising to pay to the said Company the sum 
of 

as a Premium at and after the rate of 
per cent, for such Insurance the said Company 
takes upon itself the burthen of such Insurance 
to the amount of and 

promises and agrees with the Insured their 
Executors Administrators and Assigns in all 
respects truly to perform and fulfil the Con¬ 
tracts contained in this Policy. And it is 
hereby agreed and declared that the said 
Insurance shall be and is an Insurance (lost 
or not lost) at and from 


And it is also agreed and declared that the 
subject matter of this Policy as between the 
Insured and the said Company so far as con¬ 
cerns this Policy shall be and is as follows 
upon 


In the Ship or Vessel called the 
whereof 

is at present Master or whoever shall go for 
Master in the said Ship or Vessel. 

Including dU Risk of Craft and Boats to and 
from the Ship or Vessel; each craft or lighter 
being deemed a separate insurance . 


And the said Company promises and agrees that the Insurance aforesaid shall 
commence upon the said Freight Goods and Merchandise from the time when the 
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Goods and Merchandise shall be laden on board the said Ship or Vessel Craft or 
Boat as above and continue until the said Goods and Merchandise be discharged 
and safely landed at as above . And that it shall be lawful for the said Ship or 
Vessel in the voyage so insured as aforesaid to proceed and sail to and touch 
and stay at any Ports or Places whatsoever without prejudice to this Insurance. 
And touching the Adventures and Perils which the said Company is contented 
to bear and does take upon ltselt in the Voyage so Insured as aloresaid they are 
of the Seas Men-of-War Fire Enemies Pirates Rovers Thieves Jettisons Letters 
of Mart and Counter Mart Surpnsals Takings at Sea Arrests Restraints and 
Detainments of all Kings Princes and People of what Nation Condition or 
Quality soever Barratry of the Master and Mariners and of all other Perils Losses 
and Misfortunes that have or shall come to the Hurt Detriment or Damage 
of the aforesaid subject matter of this Insurance or any part thereof. And 
in case of any Loss or Misfortune it shall be lawful to the Insured their Factors 
Servants and Assigns to sue labour and travel for m and about the Defence 
Safeguard and Recovery of the aforesaid subject matter of this Insurance or any 
part thereof without prejudice to this Insurance the charges whereof the said 
Company will bear in proportion to the sum hereby Insured. And it is expressly 
declared and agreed that the Acts of Insurer or Insured in Recovering Saving 
or Preserving the Property Insured shall not be considered a waiver or accept¬ 
ance of abandonment. And it is declared and agreed that Corn Fish Salt 
Saltpetre Fruit Flour Rice Seeds Hides Skins and Molasses 
shall be and are warranted free from average unless general or the ship be 
stranded sunk or burnt and that Sugar Tobacco Hemp and Flax shall be and are 
warranted free from Average under Five Pounds per Centum and that all other 
goods also the Ship and Freight shall be and are warranted free from average 
under Three Pounds per Centum unless general or the Ship be stranded sunk or 
burnt. 

In Witness whereof the undersigned on behalf of the said.Marine 

Insurance Company Limited according to the Articles of Association of the said 
Company and a Resolution duly passed by the Board of Directors has hereunto 
set his Hand m., the day of 19 


Examined 


Director. 


The introduction of insurance into England appears to have been 
made either by the Jews or Lombards, but most likely by the latter, 
who were the richest and therefore the most influential traders in 
the Europe of the Middle Ages. In all probability the establish¬ 
ment of marine insurance in London is contemporary with the 
founding in that city of the Hanseatic League in the thirteenth cen¬ 
tury, and the consequent great expansion of foreign trade. 

What is believed to be the oldest original marine insurance policy 
known protects a certain Sire Guillaume Puech against loss to the 
cargo of the vessel St. Ilary, shipped at Marseilles for Tripoli in 
Syria. It is a French document executed at Marseilles on 20th 
October, 1584, the underwriters being two Frenchmen and one 
Italian. A photograph of this interesting relic has been presented 
to the Committee of Lloyd's. The earliest English policy is dated 
February, 1656, on goods “ laden or to be laden in the good ship or 
vessel called the Three Brothers , of London, 250 tons or thereabouts ” 
lost or not lost from Macassar Bantam in the East Indies to London. 
There is much in the wording of these documents—particularly the 
latter—that is very similar to that found in the policy form of to-day. 
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“ Lloyd’s/' —Before proceeding further it will not be out of 
place to give a short history of “ Lloyd’s/* that famous association 
of underwriters whose name is so bound up with maritime transac¬ 
tions throughout the world. In the latter part of the seventeenth 
century a man named Edward Lloyd kept a small coffee-house in 
Tower Street in the City of London. This house was a favourite 
rendezvous of seamen and those connected with shipping, and, as 
in those days taverns and coffee-houses filled the place of our 
modern Exchanges, a great deal of business was transacted in such 
resorts. Evidently Edward Lloyd was a man in advance of his 
times, for he initiated, for the benefit of his patrons, a system of 
correspondence with ports abroad, for the latest information 
regarding the movement of ships. This he was able to do at little 
or no expense through the medium of the numerous captains who 
frequented his house. The coffee-house was transferred in 1691-2 
to a more central site in Lombard Street, and gradually became the 
chief meeting-place of private underwriters, until, in the end, they 
formed themselves into an association, and in 1774 we find them 
established in the Royal Exchange, where, except for a temporary 
period between 1838-44 when a fire destroyed the building and 
most of the records of Lloyds, they remained until 1928. For some 
years before this it had become increasingly obvious that Lloyd's 
had quite outgrown its accommodation and a site was purchased 
in 1923 in Leadenhall Street, where a building more suited to the 
modem requirements of the corporation could be erected—a site, 
too, that was not without its tradition, as for many yeais it was 
the home of the East India Co. which, like Lloyd’s, has played so 
prominent a part in the building up of the maritime supremacy of 
Britain. 

Marine Insurance Act, 1906.—In the following pages, as 
constant reference will be made to the Marine Insurance Act of 
1906, perhaps a word here by way of explanation of the Act is needed. 
The Act became law on 21st December, 1906, and came into force 
on 1st January, 1907. 

Previous to this Act the law governing Marine Insurance con¬ 
tracts was a branch of the common law of England evolved from 
the old sea laws, trade customs and usage. In course of time 
numerous judicial decisions have been given on points raised in 
connection with the contract of marine insurance, such decisions 
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being collectively known as " case law/' The Marine Insurance 
Act is based on these decisions, which have thus been reduced to 
more or less appropriate illustrations of the effect the application 
of common law has in relation to marine insurance and which has 
now been codified by the Marine Insurance Act. 

The Contract. —We will now proceed to consider the Contract 
and the parties thereto— 

Marine insurance is a contract of indemnity in which the insurer, 
commonly called the underwriter, undertakes to indemnify the 
assured in consideration of the payment of a certain sum of money, 
called premium, against marine losses, that is to say, the losses 
incident to marine adventure. It will at once be seen that in such 
a contract the greatest good faith (i uberrima fides) is of paramount 
importance and must be observed by both parties to constitute a 
valid insurance. 

" Underwriter ”—" Broker.”— The parties to the contract 
are, on the one hand, the underwriter, so called because he sub¬ 
scribes his name to the policy, and on the other, the assured, who 
is usually a shipowner or merchant, or he may be a person to whom 
the shipowner or merchant has entrusted the business of insuring 
his vessel or goods. Such a man is known as a marine insurance 
broker, and he is remunerated for his trouble by a brokerage, 
usually 5 per cent., of the premium paid to the underwriter. 

“Slip”—‘'Risk.” —When a broker has instructions to effect 
insurance on, say, a certain steamer, he proceeds first to make 
out what is known as a “ slip,” that is a short memorandum of the 
proposed “ risk,” or property to be insured. This slip he shows 
to an underwriter, either a private underwriter such as a member 
of Lloyd’s, or an underwriter of one of the many large Marine 
Insurance Companies. Should the underwriter feel disposed to 
accept the whole or part of the risk offered, he quotes a rate of 
premium which he thinks is commensurate with the perils to be 
insured against, and if the rate is not higher than the broker has 
instructions to pay, it is agreed to. The underwriter then initia s 
the slip signifying the acceptance of the whole or part of the value to 
be covered, by noting thereon the amount he has arranged to under¬ 
write. Should the underwriter accept only what is called a line, that 
is, a portion of the value of the risk, the broker takes his slip round 
to another underwriter, and so on until the whole value is placed. 



MARINE INSURANCE 


441 


The value of a modem steamship may vary from £5,000 to 
£150,000, and in the case of very large liners it is considerably 
higher, a Cunard super-liner being valued at the tremendous total of 
£4,500,000. The building of these giant floating palaces of late years 
seems to have caught the marine insurance market unawares and 
found it incapable of sufficient expansion to provide cover to the 
extent necessary, and the position was by no means eased by the 
great fire on board the German liner Europa whilst under construc¬ 
tion, which involved underwriters in a loss of about £1,000,000. 
This difficulty became so acute that shipowners recently, both in this 
country and in France, before launching on their building schemes, 
found it necessary to approach their respective Governments to get 
promises of assistance in the event of the insurance market reaching 
saturation point before the whole value had been placed. It is to be 
hoped, however, that the adaptability which characterized marine 
underwriters from the earliest days will reassert itself and provide 
a solution to this new problem. 

When a line has been accepted, it is usual for the broker to leave 
with the underwriter a slip wherein is set forth the essential condi¬ 
tions of the contract, and from this the policy—the only legal 
expression of the contract—is prepared. The slip or cover note is 
only of value legally as evidencing the date when the proposal was 
accepted. (Marine Insurance Act, Section 21.) 

At least this was supposed to be the only legal value of the slip, 
but a decision given in 1928 has upset this idea somewhat. It has 
become a custom for a number of the clauses most usually employed 
to be printed in the policy forms utilized by the insurance companies 
and underwriters. It was held, however, in Symington v. Union 
Insurance Society of Canton , that no clause that was not contained 
in the original slip could be regarded as binding. It would appear 
that this decision has been more or less ignored by underwriters, 
though some attempt has been made to bring practice into line 
therewith by the introduction of a standard form of policy. This, 
however, has not been generally adopted. 

But it must not be thought that because these preliminary docu¬ 
ments have little or no legal value they have no moral worth. On 
the contrary, the code of honour by which the underwriter is bound 
is very strong, and he would feel himself obliged to issue a policy 
and pay the loss on a vessel which had been wrecked or the news 

39—(1481) 
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of whose loss became known, immediately after he had put his 
initials to the slip. That it was merely a code of honour and not 
binding by law was most forcibly demonstrated when the slump, 
following the exceedingly prosperous war and post-war boom periods, 
forced a number of insurance companies into insolvency, for the 
Courts refused the liquidators permission to issue policies embodying 
those contracts which were only expressed by slips at the time of 
the liquidation. 

The Policy. —The policy may be either printed or written, 
but whichever form is used it must be stamped before execution 
in accordance with the Inland Revenue Laws. 

The Finance Act, 1920, provides that policies of marine insurance 
(both time and voyage) shall be stamped as follows— 

Voyage —Where sum insured does not exceed £250 . 3d. 

Exceed £250 but does not exceed £500 . . 6d. 

„ £500 „ „ £750 . . 9d 

„ £750 „ „ £1,000 . . Is. 

For every additional £500 or fractional part thereof 6d. 

Time. —Not exceeding 6 months, three times the amount payable 
on a voyage policy ; no^ exceeding 12 months, six times the amount 
payable on a voyage policy. 

Where the premium or consideration does not exceed the rate 
of 2s. 6d. per cent, of the sum insured the stamp is one penny 
for both time and voyage policies. 

Policies issued abroad and made payable in the United Kingdom 
are by law required to have a Government stamp for duty affixed 
to them within ten days after their first receipt in the United 
Kingdom at the same rate of duty payable by policies issued in 
this country. 

The Act further specifies that the policy must contain the name 
of the assured, or of some person who effects the insurance on his 
behalf; the subject-matter insured and the risk insured against ; 
the voyage, or period of time, or both, as the case may be, covered 
by the insurance ; the sum or sums insured ; the name or names of 
the insurers. The policy also contains the rate, and in the case of 
Companies' Policies, the amount of premium. 

There are several classes of policy which briefly may be 
enumerated as follows— 

Voyage Policy.—T his refers to an insurance effected for a 
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specified voyage, and in case of a voyage insurance on the hull of a 
ship or steamer, the insurance usually extends for thirty days after 
she has arrived in safety or until she sails on another voyage, 
whichever may first occur. 

Time Policy. —An insurance for any stated period of time but 
not exceeding twelve calendar months. This period is fixed by 
the Stamp Act, 1891, and is now embodied in the Marine Insurance 
Act, 1906, Sec. 25—“ a time policy which is made for any time 
exceeding twelve months is invalid/' Practically all steamers 
are insured under this class of policy 

Wager Policy. —This term covers two entirely distinct types of 
policies: (1) Where the underwriter agrees to dispense with any 
proof of interest. This is done by inserting some such expression 
as “Policy proof of interest" or “Without benefit of salvage"—the 
first of which is responsible for the title of P.P.I. policies by which 
wager policies are usually described; and (2) where the assured 
has no insurable interest (see p. 453). The existence of such con¬ 
tracts paved the way for many pernicious practices, such as the 
“fraudulent loss, destruction or capture of great numbers of ships 
with their cargoes," which were realized in 1746 to be so detrimental 
to public policy that an Act was passed prohibiting these insurances. 
This was repealed by the Marine Insurance Act of 1906, which 
rendered all wager policies void, i.e. they were unenforceable at 
law. The Marine Insurance (Gambling Policies) Act, 1909, went a 
step further by making it criminal to enter into “contracts by way 
of gambling on loss by maritime perils," which, however, would not 
apply to any contract where the assured has a genuine interest 
at risk. P.P.I. policies are found very useful when cover is desired 
for an interest that is difficult of proof, such as expected profit for 
the charter of a vessel. 

Floating Policy.—A policy of this nature usually describes 
the insurance in general terms leaving the voyage and steamers 
name to be defined by subsequent declaration. For instance, a 
merchant may have a large export business to various ports on the 
continent of Europe situated between Bordeaux and Hamburg, 
to which places he is frequently making shipments, and he 
consequently finds it more convenient to arrange a “ float¬ 
ing ” or “ open ” policy than to go to the trouble of placing 
each risk individually. He therefore takes out an open policy 



444 


THEORY AND PRACTICE OF COMMERCE 


for, say, £10,000 to cover shipments from any port in the 
United Kingdom^to any port on the continent between Bordeaux 
and Hamburg, by steamer or steamers on goods to be hereafter 
declared and valued at invoice cost plus 5, 10, 15 or 20 per cent., 
as the case may be, and as he ships his goods he declares the 
amount he wishes each shipment to be insured for together with 
the steamer's name and destination, until he has exhausted the 
£10,000 on which he originally paid the premium. In practice the 
declarations are usually sent in every week or month according to 
the volume of business or as arranged when the risk was accepted. 
Should a loss occur before he has made his declaration the insured 
is not debarred from recovering from the underwriter the value 
of his property on board. This class of policy serves as an excellent 
illustration of the importance of the doctrine of the utmost good 
faith (uberrima fide s) which is such an outstanding feature of 
marine insurance, for it at once becomes apparent that the under¬ 
writer relies on the honesty of the merchant to declare rightly 
every shipment within the terms of the policy. 

Unvalued Policy. —In such a policy the value of the ship 
or goods insured is not stated, but left to be ascertained. In 
the case of a ship it is the value at the commencement of the 
voyage including stores, provisions and cost of insurance. In practice 
the basis for the valuation is usually defined by a clause such as 
“ The insured value of the steamer in case of claim is the proved 
book value of last year's balance." It has been laid down that 
the value of goods must be taken to be their invoice cost plus 
expenses of shipping and insurance. As a matter of fact, this form 
of policy is uncommon. 

Open Cover. —Lastly, we come to the form of insurance which 
will close the section on classes of policies, though strictly speaking 
it should not be included in such a category, because an open cover 
is not a policy but merely an unstamped document issued by the 
underwriter. In it the underwriter undertakes to issue a stamped 
policy for not exceeding an agreed amount on cargo which a mer¬ 
chant ships in steamers of a specified class. There is usually a 
clause limiting the period for which the cover is in force such as 
“Warranted to sail on or before 31st December, 19..,“ and the 
premium may be stated or may be left blank with the proviso 
" rate to be arranged ” or “ at approved rates." The open cover 
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resembles the cover note referred to previously, in that it is but 
another sort of preliminary memorandum or promise to issue a 
legal contract when required by the merchant, and, like the cover 
note and slip, it can be used as evidence only. 

Implied Warranties. —In every contract of Marine Insurance 
there are two distinct kinds of warranties—those which are written 
in or attached to the policy known as “Expressed Warranties/' 
and those which, although they are not expressed, are implied by 
law and known as “Implied Warranties/' We will first of all con¬ 
sider “implied warranties" which are three in number: (a) that the 
vessel in which the venture is made is seaworthy; (b) that the 
venture be completed without deviation or delay; (c) that the 
venture is legal. 

(a) Seaworthiness. —A vessel to be seaworthy from an under¬ 
writer's point of view must be so at the commencement of the risk; 
she must be sound as regards her hull; she must be fully manned, 
provisioned, equipped; she must not be overloaded; in short, she 
must be in a fit state to encounter the ordinary perils of the voyage 
she is about to undertake, as well as be qualified to carry the par¬ 
ticular type of cargo she is to load. The scope and effect of this 
warranty of seaworthiness vary according to the circumstances of 
each particular risk. Thus a vessel which might in every particular 
be seaworthy to undertake a voyage to India might not be in a like 
state to start on a sealing trip to the coast of Labrador, where 
vessels are often battling against heavy ice-floes, and to do this at 
all successfully means the vessel must have specially strengthened 
and sheathed bows and fittings peculiar to a semi-Arctic voyage. 
From this illustration it will be seen that there is no hard and fast 
standard of seaworthiness and that every venture must be considered 
on its own merits. In the same way it follows that where a voyage 
is made in stages the vessel must be seaworthy at the inception of 
each stage. 

In the case of Bouillon v. Lupton, 1863, it was held that the 
river steamers sold at Lyons for service on the Danube must be 
seaworthy for the first stage of the voyage down the Rhone and then 
must be in a fit state to proceed on the second stage by sea from 
Marseilles to Galatz. 

If the vessel is unseaworthy at the commencement of the first 
stage, but subsequently is made seaworthy to undertake the second 
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stage, and is wrecked during the second stage, the assured has no 
claim on his underwriter as the warranty of seaworthiness has been 
broken, notwithstanding that the first part of the voyage was 
completed safely, and the policy is void from the outset. 

A case referring to the question of seaworthiness, that of Lindsay 
v. Klein {Shipping Gazette , 4/3/11) was decided in 1911 by the 
House of Lords. The steamship Tatjana, when on a voyage from 
Libau to Leith, broke down within one and a half hours after sailing 
and had to put into Elsinore, where expenses were incurred for 
repairs, discharging, and drying and re-loading part of the cargo. 
The action was brought by the shipowner to recover from the cargo 
owners a proportion of the expenses as General Average. The holders 
of bills of lading for two parcels of oats refused to pay, no doubt 
on the instructions of their underwriters, on the ground that the 
vessel was unseaworthy. Usually where the defence of unsea¬ 
worthiness is set up to a claim under a policy of marine insurance, 
the onus of proof rests as a matter of law on the defendant, that 
is to say, it is his duty to prove his allegation of unseaworthiness 
and not the duty of the shipowner to prove that his ship was sea¬ 
worthy. If, however, admitted facts come to light which would 
lead to the natural presumption that the vessel was unseaworthy 
prior to sailing, as, for example, a vessel becoming leaky or disabled 
soon after leaving port, without any accident happening to account 
for it, the burden of proof shifts to the shoulders of the shipowner. 
Such was the case in the action under review. The vessel was very 
old (she was built in 1872) and had been allowed to get into a 
neglected state by her former owners. She was purchased for about 
her breaking-up value, and after very little had been spent on 
repairs, sailed on the particular voyage on which the machinery 
broke down in fine weather soon after leaving port. The action 
was first heard in the Scottish Courts and resulted in a verdict for 
the shipowner on the ground that the defendants* plea of unsea¬ 
worthiness had not been proved. The case was carried to the House 
of Lords which reversed the decision of the inferior Courts and gave 
judgment in favour of the defendants, the holders of the bill of 
lading. Their lordships held that the general facts of the case and the 
record of the vessel should be considered, and that from these the 
presumption should properly be drawn that the vessel was 
unseaworthy when she sailed from Libau, 
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The point to be noticed from this judgment is that where the 
facts justify the presumption of unseaworthiness the insurer is 
not bound to prove that the vessel was unseaworthy. 

In policies for a period of time, there is no implied warranty ol 
seaworthiness. One of the reasons given for this peculiarity is 
that it might, and very often does, happen that a time policy 
expires and a new one begins while the vessel is at sea or in a foreign 
port, and therefore beyond control of her owners, and the enforce¬ 
ment of the warranty in such a case might be a hardship. But it 
is interesting to note that should the vessel be sent to sea in an 
unseaworthy state, with the knowledge or connivance of her owners, 
the underwriter is not liable for any loss which may be the direct 
result of such unseaworthiness. 

With regard to the insurance of goods there is no implied warranty 
of seaworthiness in the same sense as it applies to a ship, but 
there is an understanding that the goods are sound, unless otherwise 
stated at the time the insurance is effected. 

( b ) Non-Deviation.— “ The venture must be completed without 
deviation or delay.” This condition, like the seaworthy warranty, 
applies to voyage policies only and not to time insurances. To fulfil 
this warranty the vessel must follow the course set out in the policy, 
or if no course is laid down, the usual course it is customary to 
follow on the particular trip in which she is engaged. Thus a 
vessel may proceed on her voyage up to a certain point, then deviate 
to a port out of the usual course, afterwards continuing her voyage 
to her destination by the customary route, but the fact of this 
deviation nullifies the policy from the moment the deviation was 
made. On the other hand, the underwriter is liable for any loss 
from perils insured against which occurs previous to the deviation. 

Change of Voyage. —Somewhat similar to, but rather stronger 
than, a deviation is a “ Change of Voyage ” It differs from devia¬ 
tion in this important particular, that the policy is void from the 
moment the determination to change was manifest, whereas a 
deviation, as we have shown, must become a fact before the validity 
of the policy is brought into question. Thus, if a vessel originally 
intended to sail on a voyage from Liverpool to Bombay via the 
Suez Canal, sails for Calcutta via Cape Town, and is lost on the 
Portuguese coast, the underwriter is relieved from any liability 
for the loss, although the vessel, at the time of loss, was on that 
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part of the course common to both voyages. According to the law 
she would be on an entirely different voyage from the time she left 
Liverpool. Should a vessel, however, meet with an accident to 
her machinery or sustain damage from heavy weather necessitat¬ 
ing repair, and for this purpose put into a port out of her usual 
course, there is held to be no deviation, the accident being sufficient 
excuse. In like manner a vessel may put in to obtain medical 
assistance or provisions, or go to the aid of a ship in distress where 
life may be in danger without the warranty being impugned, but 
it should be noted that when the cause excusing the deviation or 
delay ceases to operate, the ship must resume her course, and 
prosecute her voyage, with reasonable dispatch. 

(< c ) Legality of Trade. —This warranty is implied in both 
time and voyage policies and is almost self-explanatory. 

It will not take much thought on the part of the student to show 
him that the lawfulness of an adventure of insurance is determined 
by its conformity to the law of the United Kingdom, and not 
according to the law of a foreign State. Thus the insurance of 
contraband of war is perfectly legal in this country so long as Eng¬ 
land remains a neutral and the nature of the iisk is disclosed to 
the underwriter. On the other hand, should England herself be 
at war with another power, all trading with the enemy is illegal, 
and consequently, a policy effected on a vessel engaged in such 
trade is void. Again, a policy effected on goods intended to be 
smuggled into a foreign country, is, according to our law, valid, 
but should the goods be intended to be smuggled into England in 
contravention of the Custom regulations, then the position is re¬ 
versed and a policy taken out on such goods becomes of no effect. 
But it should be noted that there is nothing to prevent an under¬ 
writer who, being in full possession of all the facts, agrees to issue 
a policy on an illegal venture, though such a policy is an honour 
policy only. If the underwriter be unaware of the nature of this 
venture and the assured know all about it but does not disclose 
his knowledge, there is nothing in law or honour to hold the 
underwriter to his contract and the assured cannot recover. 

Expressed Warranties. —For a definition of an expressed 
warranty we cannot do better than quote the words of Amould, 
who, in his great work on Marine Insurance says:—“ An express 
warranty is a stipulation inserted in writing on the face of the 
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policy, upon the literal truth or fulfilment of which the validity 
of the entire contract is dependent/' The warranty must be 
either written or printed on the face of the policy and need not 
have a particular space assigned to it; it may appear at the foot, 
in the margin, or in the body of the policy. It has been laid down 
by Lord Mansfield (Bize v. Fletcher, 1779) that a paper on which a 
warranty has been written and then attached to the policy did not 
amount to a warranty. But a distinct reference on the face of the 
policy to any special conditions has the effect of incorporating such 
conditions, and they are treated as warranties. As an illustration 
of this fact we give the following “ Institute Warranties." 

Institute Warranties 

1. Warranted not to enter or sail from any port or place on the 

Atlantic Coast of North America its rivers or adjacent 
islands north of 43° 40' N. lat., except the port of Halifax, 
and for bunkering purposes only the ports of Louisburg and 
Sydney. Warranted not to enter or sail from any port or 
place on the Pacific Coast of North America its rivers or 
adjacent islands north of 50° N. lat., except ports or places 
on Vancouver Island and Prince Rupert via Dixon Strait. 

2. Warranted not to enter or sail from a port in the Baltic north 

of 64° 10' N. lat. between 1st October and 30th April (b.d.i.) 
or north of Stockholm-Reval Line or east of Reval between 
1st November and 30th April (b.d.i.) or north of 56° N. lat. 
between 21st November and 19th April (b.d.i.). 

3. Warranted not to enter waters north of 70° N. lat. 

4. Warranted no Behring Sea and not to sail for or from any port 

or place in Alaska or Siberia (except that vessels may enter or 
sail from Vladivostock between 1st May and 31st October 
b.d.i.). 

5. Warranted not to proceed to Kerguelen and/or Croset Islands 

or south of 50° S. lat., except to ports and/or places in 
Patagonia and/or Chili and/or Falkland Islands, but liberty 
is given to enter waters south of 50° S. lat. if en route to or 
from ports and/or places not excluded by this warranty. 

6. Warranted not to sail with Indian Coal as cargo between 

1st March and 30th June. 

The warranties, which are printed on a gummed slip and then 
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attached to the policy wherein they are included by the words 
“ including Institute Warranties as attached/' are drawn up by 
the Institute of London Underwriters, and are intended to meet 
varying circumstances in connection with the insurance of hulls 
of vessels for twelve months or less. They are reconsidered from 
time to time at a meeting of Underwriters from Lloyd's, and the 
Marine Insurance Companies of London and Liverpool. 

Obviously warranties Nos. 1, 2, 3, 4, and 5 were designed with the 
idea of lessening the danger of the insured vessel Tom meeting ice, 
the cause of many heavy claims for damage to plating and pro¬ 
pellers. No. 6 is the direct result of the bitter experience many 
underwriters have had of the inflammable nature of Indian coal 
cargoes, which have a very dangerous habit of heating very quickly, 
especially when shipped during the hot weather season from March 
to June. Should the shipowner require his vessel to sail to any of 
the prescribed areas, it is always open to him to have the particular 
warranty cancelled on payment of a suitable additional premium. 
All these conditions must be literally complied with, and in case 
of breach the underwriter is relieved from liability. Non-compliance 
with a warranty is excused only when, by reason of a change 
of circumstances, the warranty ceases to be applicable to the 
contract or when compliance with the warranty would mean 
breaking a law enacted subsequent to the insurance being effected. 
For example, a neutral vessel might be about to undeitake a voyage 
to a port of a foreign nation then at war with a neighbouring power 
and be insured with the warranty :—“ Warranted no contraband 
as cargo." Should hostilities cease after the insurance is effected 
but before she sail it is apparent that such a warranty is inapplicable 
to the venture contemplated. 

Representations. —Having seen that a warranty must be 
strictly complied with to be fulfilled we now come to a more informal 
kind of warranty known as a representation. A representation is 
a statement either written or oral made at the time the risk is 
offered to the underwriter by the assured, as to the existence of 
some material fact which may induce the underwriter to accept 
the risk instead of refusing it outright, or which may induce him 
to accept it at a lower premium than he otherwise would have 
charged. Should the representation prove to be incorrect the 
policy is unaffected, unless it be a misrepresentation of a material 
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fact, whereas in regard to a warranty " it is a matter of indifference 
whether the thing warranted be or be not material.” 

To distinguish a material from an immaterial representation the 
effect it has on the underwriter must be considered. If it is of 
such a natuie as to induce him to take the risk it becomes material 
to the negotiations for the contract; if it has not this effect it is 
immaterial. 

As previously stated a warranty must be literally complied with. 
Thus a vessel which during war was warranted to sail with convoy, 
sailed without and was lost in a storm, and the underwriter was 
relieved from his liability (Hibbert v. Pigon , 1783). 

On the other hand, where it was represented that a vessel mounted 
twelve guns and carried twenty men it was held that the representa¬ 
tion was substantially complied with as the vessel took a number of 
guns and swivels and a crew of men and boys equivalent to the 
twelve guns and twenty men stated in the representation 
(Pawson v. Watson, 1778). 

Representations may be divided under three headings— 

(а) Representation of Fact. —Every representation of fact made 
by the assured when offering the risk must be true. If untrue the 
policy is voided. 

(б) Representation of Belief. —Such a representation, if made in 
all good faith, does not affect the validity of the policy. Thus a 
merchant might say, “ I expect the vessel to sail to-morrow/' but, 
should she not sail until the day after, the contract is not prejudiced, 
because the representation was made according to the best belief 
of the assured. 

(c) Representation of Information. —This is a representation by the 
assured from information he has received from a third party. If the 
underwriter choose to accept this information and it turn out to be 
untrue,the policy is not voided, because the assured honestly disclosed 
to the underwriter all the information he had in his possession. 

Concealment.—C oncealment is the suppression of a material fact 
within the knowledge of one of the parties and unknown to the 
other. 

The essence of a marine insurance contract is good faith, and 
it therefore follows that the obligation to disclose a material fact 
is mutual. It does not cut one way only. 

Suppose a shipowner offered a risk to an underwriter on an 
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overdue ship, and the underwriter had just received a cable to say 
she had arrived, which information he kept to himself and accepted 
the risk. What effect would it have on the policy when the ship¬ 
owner discovered the fact later ? Simply this, the policy would be 
void and the premium would have to be refunded. If the under¬ 
writer refused to refund the premium the assured could institute 
proceedings in a court of law to recover his premium from the under¬ 
writer. Or conversely, if the shipowner insured a ship which he 
knew had been lost, and the underwriter was not aware of this 
fact, the policy would be void but, and mark the difference, the 
premium would not be returned by the underwriter, and the ship¬ 
owner, by his attempted fraud, would be debarred from taking 
legal steps to recover it. 

Disclosure. —Sec. 18 of the Marine Insurance Act, 1906, lays it 
down that an assured must disclose to the insurer every material 
circumstance which is known to him, and he is deemed to know 
every circumstance which in the ordinary course of his business 
ought to be known by him. On the other hand, it is not necessary 
to disclose any circumstance which is known or should be known 
by the underwriter. These two provisions were responsible for an 
interesting litigation in 1920-21. A certain underwriter A arranged 
a reinsurance contract with another underwriter B in respect of the 
cargo of a vessel which, as it so happened—quite unknown to both 
parties—had had a fire on board. It turned out later that an advice 
of the casualty had been actually in the office of the two under¬ 
writers involved, whereupon B refused to pay the claim on the 
ground that even if A did not know of the loss, he ought to have 
been aware of it in the ordinary course of his business. A tried to 
counter this by arguing that there was no concealment, since there 
was no obligation upon him to disclose what ought to have been 
known by B. The Court of Appeal, confirming the judgment of the 
lower Court, decided that as A was interested in the vessel, it was 
his business to be acquainted with all the reports published as to it, 
whereas B could not be expected to be cognizant of all the news of 
vessels with which he was not concerned. 

Insurable Interest. —The merchant or shipowner who effects 
an insurance or who gives instructions to an insurance broker to 
effect an insurance on his behalf must have what is termed an 
“ Insurable Interest." A very excellent definition of this phrase 
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was given by Mr. Justice Lawrence (Lucena v. Crauford, 1802), who 
said in effect " he must be so situated with regard to the thing 
insured that he benefits by its safety or due arrival, or is prejudiced 
by its loss, or damage, or detention." Section 5 (Subsec. 2) of 
the Marine Insurance Act dealing with insurable interest appears, 
in a measure, to be founded on this judgment. 

The clearest insurable interest a man may have is, of course, the 
ownership of the interest exposed to perils of the sea. It may 
consist in the first place of the ship or her cargo. But in practical 
commerce all sorts of persons beside the shipowner or the mer¬ 
chant acquire an insurable interest in the ship or her cargo. Thus 
a bank, which has advanced money to the shipowner on the 
security of the ship, has an insurable interest to the extent of its 
mortgage ; equally so a shipper who has paid the freight on his 
goods in advance (that is before the ship sails on its intended 
voyage), has an insurable interest in the freight as well as in his 
goods, for should the vessel be lost he loses the goods and the money 
he paid for their carriage. Again, a contingent interest may be 
insured, such as, for example, the freight due by the merchant to 
the shipowner on the completion of the voyage, for the carriage of 
the former's goods. A shipbuilder may insure a ship during her 
construction, and a shipowner may insure the money he pays for 
the insurance of his ship or expends in getting her ready for sea. 
Similarly an underwriter has a perfectly legal insurable interest 
in a risk which he has accepted and which he may wish himself 
to re-insure. 

In considering the question of insurable interest, it is important 
to remember that the assured must stand—in the words of the Act— 
in a “ legal or equitable relation to the adventure ” and an expectancy, 
however well founded, does not supply this relationship. In a 
famous case which occupied the Courts from 1798-1806, though not 
actually the subject of the judgment, which was given on a collateral 
issue, it was made clear that a Commission, appointed to take 
charge of and sell any Dutch ships and their cargoes brought into 
this country, had no insurable interest in respect of some captured 
Dutch vessels whilst on their way from St. Helena to England. 
Although there would appear to be nothing but the perils of the 
seas—by which in fact all the vessels were lost—to prevent their 
realizing their anticipated profit, their interest was no more than 
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an expectation as, by the terms of their appointment, the Commis¬ 
sion's interest vested only on the arrival of the property here. 
(Lucena v. Cranford.) 

The Policy.— Having considered the contract of Marine Insurance 
as a whole and noted the principles governing the preliminary 
negotiations we will now proceed to consider the wording of the 
contract. 

The wording of the policy will require to be carefully studied 
by the beginner, owing to the fact that its language is, one might 
say, " old-fashioned." Its construction was meant to apply to a 
condition of maritime trade long since passed away—to a time 
when the Privateer and the Pirate constituted a very real peril 
of the sea, and such things as steamships were undreamt of. 
Such wording and construction naturally render all the more 
difficult the interpretation of the various clauses to the everyday 
requirements of modern commerce. The great differences of 
opinion thus created have given rise to innumerable lawsuits 
upon the decisions in which Maritime Insurance Law has been 
gradually built up. For the purpose of discussion, the form taken 
is that of Lloyd's policy, adopted by Lloyd’s Underwriters as their 
standard form in 1779. This policy is still used in its original 
form except that the “ Waiver Clause " has been added. The 
different agreements necessary to the varying natures of marine 
ventures are provided for by clauses which are either printed in 
the form of the policy written or stamped upon it, or printed on 
slips of paper and gummed on the policy. 

Here it is worthy of note, that if what is written on, or attached 
to the policy, conflicts with what is printed, the written or attached 
words take precedence of the text. Further, in the event of there 
being any reasonable doubt as to the construction of the policy, 
the established custom of trade may be admitted as evidence to 
explain, modify, or extend the policy, but it will not be allowed to 
contradict it. 

The policy being a contract of indemnity is to be construed 
liberally in favour of the assured, and, according to the view Eng¬ 
lish law takes on contracts generally, any ambiguity in its terms 
must be construed against the framer, i.e., the underwriter. 

The form of Lloyd's policy now to be considered is the parent 
policy of all the Marine Insurance Companies' policies, and is 
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embodied in the Marine Insurance Act, 1906, Sec. 30, reading, 
“ A policy may be in the form in the First Schedule to this Act,” 
the form referred to being Lloyd's, which is as shown on page 456. 

u Be it known that .” 

After these words a space occurs for the insertion of the name 
of the assured, either the merchant or shipowner, or his deputy, 
the broker. That some name be inserted is absolutely necessary, 
the Marine Insurance Act stating,under Sec. 23,” Amarine policy 
must specify—the name of the assured, or of some person who 
effects the insurance on his behalf.” 

‘Ms well in his or their own name , as for and in the name and 
names of all and every other person or persons to whom the same 
doth , may , or shall appertain , in part or in all , doth make assurance and 
cause himself or themselves and them and every of them to he insured.** 

This clause not only provides for the assignment of the policy, but 
also permits any person who may have or may acquire, an insurable 
interest in the venture during the currency of the policy, to avail 
himself of its protection to the full extent the original assured enjoyed, 
e.g. t A merchant in New Orleans sells to a spinner in Bolton 100 
bales of cotton, the terms of the sale being that the merchant effects 
the insurance in New Orleans. He therefore insures the cotton 
in his own name and sends the policy to the spinner in Bolton or 
the spinner's representative in Liverpool, according to arrangement. 
Should the cotton on arrival be found to be damaged by a peril 
insured against, the spinner can recover his loss from the under¬ 
writer although the policy is made out in the name of the merchant 
in New Orleans. 

This leads us to consider how an assignment may be made. 
The Marine Insurance Act (Sec. 50) states that a policy " may be 
assigned by endorsement thereon or in other customary manner.” 
In practice many underwriters insist on the policy being endorsed 
before they will pay a claim to a party other than the original 
assured, as the mere possession of the policy is not in itself sufficient 
proof of the holder's title to collect losses. 

" Lost or not lost ” 

It seems probable that this clause was originally inserted in 
policies on overdue ships, but its use was gradually extended until 
it now appears in all contracts. 
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This Policy is issued 
in the Form printed 
and supplied by the 
Government previous 
to 1st August, 1887. 



Any person not an 
Underwriting Member 
of Lloyd’s subscribing 
this policy, or any 
person uttering the 
same if so subscribed, 
will be liable to 
be proceeded against 
under Sec. 31 of Lloyd's 
Act. 


S.G. 

£ 


(No. ' ) 


BE IT KNOWN THAT 

as well in own Name, as for and in the Name and 

Names of all and every other person or Persons to whom the 
same doth, may, or shall appertain, in part or m all, doth make 
assurance and cause and them and every of them 

to be insured, lost, or not lost at and from 


upon any kind of Goods and Merchandises, and also upon the 
Body, Tackle, Apparel, Ordnance, Munition, Artillery, Boat 
and other Furniture, of and in the good Ship or Vessel called 
the whereof is Master, under God, for this present 

Voyage or whosoever else shall go for Master in 

the said Ship, or by whatsoever other Name or Names the same 
Ship, or the Master thereof, is or shall be named or called, 
beginning the Adventure upon the said Goods and Merchandises 
from the loading thereof aboard the said Ship upon 

the said Ship, &c., and 

shall so continue and endure, during her Abode there, upon the 
said Ship, &c. ; and further, until the said Ship, with all her 
Ordnance, Tackle, Apparel, &c., and Goods and Merchandises 
whatsoever, shall be arrived at 

upon the said Ship, &c., until she hath moored at Anchor 
Twenty-four Hours in good Safety, and upon the Goods and 
Merchandises until the same be there discharged and safely 
landed ; and it shall be lawful for the said Ship, &c., in this 
Voyage to proceed and sail to and touch and stay at any Ports 
or Places whatsoever 

without Prejudice to this Insurance. The said Ship, &c., Goods 
and Merchandises, &c., for so much as concerns the Assured 
by Agreement between the Assured and Assurers in this Policy, 
are and shall be valued at 


Touching the Adventures and Perils which we the Assurers are contented to bear 
and do take upon us in this Voyage, they are, of the Seas, Men-of-War, Fire, Enemies, 
Pirates, Rovers, Thieves, Jettisons, Letters of Mart and Countermart, Surpnsals, 
Takings at Sea, Arrests, Restraints and Detainments of all Kings, Princes, and 
People, of what Nation, Condition or Quality soever, Barratry of the Master and 
Mariners, and of all other Perils, Losses, and Misfortunes that have or shall come to 
the Hurt, Detriment, or Damage of the said Goods and Merchandises and Ship, etc., 
or any Part thereof; and in case of any Loss or Misfortune, it shall be lawful to the 
Assured, their Factors, Servants, and Assigns, to sue, labour, and travel for, in and 
about the Defence, Safeguard and Recovery of the said Goods and Merchandises 
and Ship, etc., or any Part thereof, without Prejudice to this Insurance ; to the 
Charges whereof we, the Assurers, will contribute, each one according to the Rate 
and Quantity of his sum herein assured. And it is especially declared and agreed 
that no acts of the Insurer or Insured in recovering, saving, or preserving the property 
insured, shall be considered as a waiver or acceptance of abandonment. And it is 
agreed by us, the Insurers, that this Writing or Policy of Assurance shall be of as 
much Force and Effect as the surest Writing or Policy of Assurance heretofore made 
in Lombard Street, or in the Royal Exchange, or elsewhere in London. 

And so we the Assurers are contented ahd do hereby promise and bind ourselves, 
each one for his own Part, our Heirs, Executors, and Goods, to the Assured, their 
Executors, Administrators, and Assigns, for the true Performance of the Premises, 
confessing ourselves paid the Consideration due unto us for the Assurance by the 
Assured at and after the Rate of 

IN WITNESS whereof, we the Assurers have Subscribed our Names and Sums assured in 

N.B.—Corn, Fish, Salt, Fruit, Flour, and Seed are warranted free from Average, unless general, 
or the Ship be stranded; Sugar, Tobacco. Hemp, Flax, Hides, and Skins are warranted free from 
Average under Five Pounds per Cent.; ana all other Goods, also the Ship and Freight, are warranted 
fret from Average under Three Pounds per Cent., unless general, or the Ship be stranded. 

{In the event of accident whereby loss or damage may result in a claim under this policy, the settlement 
will be much facilitated if immediate Notice be given to the sparest Lloyd ’s Agent.) 
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Owing to the time occupied in forwarding advices from abroad, 
a merchant or shipowner may have property exposed to the perils 
of the sea before he is aware of the fact, or before he has time to 
effect his insurance. By the inclusion of the words, “ lost or not 
lost,” his position is not prejudiced by this lack of information, 
provided he acts in good faith. The effect it would have on the 
policy should he know that his property was lost when he effected 
the insurance we have explained in the latter part of the section 
on concealment. 

“At and from ” 

These words precede the blank left for the description of the 
voyage. It should be noted that the expressions “from” and “at 
and from” have interpretations that materially vary the conditions 
of the contract. When the subject-matter is insured “from” a 
particular pJace, the risk does not attach until the ship starts on her 
intended voyage, that is, from the moment she casts off from the 
dock quay and proceeds to sea, or from the moment she weighs her 
anchor. Should a vessel be insured “at and from” the policy comes 
into force immediately the contract is effected, provided the ship is 
then at the specified place of safety. If, however, she be not then 
at the port named, the policy becomes effective immediately the 
vessel arrives in that port, provided she is then in a state that might 
reasonably be regarded as safe. Should the vessel arrive in such 
a damaged condition that she cannot remain there in safety until 
repaired, the policy does not attach. But, on the other hand, 
if the vessel be damaged but not so damaged as to interfere with her 
physical safety, the policy will attach from the moment of her 
arrival. 

It often happens that a vessel is insured on her outward 
voyage by one policy and on her homeward trip by another policy. 
As the outward policy usually covers her for thirty days after her 
arrival, or until she sails on her next voyage, whichever may first 
occur, and the homeward policy, if effected with the customary 
" at and from ” wording, from the moment she enters port, it 
follows that for a certain time the vessel is covered by both policies 
simultaneously. To prevent this overlapping, underwriters insert 
in voyage policies on hulls the following clause, “ The risk is not to 
commence before the expiry of previous policies.” 

The space provided after the words “ at and from ” is for the 

30—(us*) 



458 


THEORY AND PRACTICE OF COMMERCE 


description of the voyage, as, Liverpool to Boston. As we have 
seen under " Deviation " the voyage named in the policy must be 
in the customary course of navigation usually followed by all ships 
on a similar trip. Where steamers are engaged in regular trades 
the routes they follow are well known, such, for instance, as the 
Atlantic trade, in which the principal steamship companies have 
agreed that their vessels shall follow a specified course when out¬ 
ward or westbound and homeward or eastbound. This arrange¬ 
ment provides the greatest chance of assistance in the event of any 
steamer becoming disabled, as well as ensuring a greater degree 
of safety. Sailing vessels, however, being more at the mercy of 
wind and weather necessarily vary their course in accordance with 
these conditions. 

Upon any kind of Goods and Merchandises , and also upon the 
Body , Tackle, Apparel, Ordnance, Munition, Boat and other 
Furniture, of and in the good ship or vessel called the .” 

This old-fashioned wording was framed with the idea of making 
the policy applicable both to an insurance effected on goods and to 
an insurance effected on the hull of the ship. 

In practice the printed text is allowed to remain as it is. but in 
the space provided for the valuation, the particular object covered 
by the policy is described. Thus the insertion of the word 
“ Cotton ” has the effect of eliminating from the contract the 
printed description relating to an insurance on the hull of a vessel, 
and as previously stated, if what is written on the policy conflicts 
with what is printed, the written words override the text. 

" Goods and Merchandise ” 

In these words the subject-matter of the policy may be so broadly 
described, or the description may be more explicit, such as 100 
bales of cotton or 100 sacks of flour. In all insurances effected 
on goods and merchandise, it is understood that they be stowed 
on board ship in the customary proper place for them, that is, under 
deck. It is apparent that goods carried on the deck of a ship are 
exposed to much greater chances of loss and damage than goods 
stowed below. Consequently a shipper of barrels of flour who caused 
his goods to be stowed on deck in order to get a cheaper rate of 
freight and had part of them washed overboard during the voyage, 
could not recover his loss from the underwriter on an ordinary 
policy on goods. On the other hand, if the shipper when effecting 
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the insurance, states that his property will be carried on deck, the 
underwriter will quote a rate of premium commensurate with the 
perils to which it will be exposed in such a position, this being in 
practice, usually double the underdeck rate. In the case of cargo 
like timber, etc., which is usually carried on deck, no declaration 
is required. The usual clause inserted in policies of this description 
is, “ Including the risk of jettison and washing overboard.’ 1 The 
rest of the words, “ Body, Tackle, Apparel, etc.,” is merely a 
description of the outfit of a ship, a policy on the hull of a ship 
including all such items as her boats, rigging, spars, etc. The word 
“ good ” qualifying “ ship ” may be noticed as being used in the 
sense of “ Seaworthy.” 

“ Called the .” 

Here the name of the vessel must be inserted in the policy. 
When an insurance has been effected on goods to be shipped by a 
vessel named in the policy, the vessel cannot be changed except 
by permission of the underwriter. 

But suppose the vessel sails, and during her voyage meets with 
some disaster which prevents her completing the voyage, in conse¬ 
quence of which her cargo is transhipped into another vessel to 
be forwarded to the destination of the original ship ; in such a case, 
the policy continues to cover the goods in the substituted ship, 
and in the event of the latter vessel being lost, the assured would 
recover from his underwriter. 

“ Whereof is Master , under God, for this present voyage . 

or whosoever else shall go for master in the said ship” 

Here provision is made for the insertion of the master’s name. 
In the days long past this was a very important consideration 
when the safety of the venture was so much more dependent 
than now on the individual courage and resource of the Captain. 
Further, it served the useful purpose of identifying a particular 
vessel where there happened to be more than one of the same name. 
As a matter of fact, in modern practice the master’s name is very 
rarely inserted in the policy. " Or whosoever else,” etc., provides 
for the substitution of a captain other than the one originally named. 
Thus, if at the last moment before sailing the master be changed, 
the policy is unaffected by the change. The words " or by what¬ 
soever other name or names the same ship, or the master thereof, 
is or shall be named or called,” protect the insured in the event 
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of a mistake having been made in the spelling or description of the 
master's name or of the vessel's or of a change in the name of the 
vessel. 

An illustration of this occurred in the case of Le Mesurier v. 
Vaughan , 1805, where an American ship called The President was 
named in error in the policy, " The American ship, President ." 
It was held that as the underwriter had not been misled as to the 
identity of the vessel, he had undertaken to insure, the variation 
was immaterial. 

On the other hand, if the underwriter has been misled in his 
conception of the risk, by a mistake in the name of the master or 
vessel, however unintentional, the policy is void. 

" Beginning the Adventure upon the said Goods and Merchandise 
from the loading thereof aboard the said ship ." 

These words clearly indicate that the policy effected on goods 
does not attach until the goods are actually on board the vessel. 
But suppose a vessel is loading from barges when lying at anchor 
in a river. In such a case the goods are exposed to considerable 
risk before they reach the ship, which risk is not covered in this 
wording. It has accordingly become usual to include this lighterage 
risk by attaching to the policy a clause such as “ Including all 
risk of craft and boats to and from the ship or vessel," which has the 
effect of covering the goods from the shore to the ship. It should 
be noticed, however, that only the ordinary lighterage risk is covered 
by this clause. If a merchant carried his goods a long distance 
down river in a barge and then loaded them in the ocean-going 
ship at a port where the custom was to load by means of lighters 
into the ship as she lay a short distance from the shore, the clause 
would not cover such an unusual procedure. 

“ Upon the said Ship , etc ." 

To render the clause intelligible it is necessary to look back to 
the words " Beginning the Adventure," and to read into the “ etc." 
the words " Body, Tackle, etc., etc.," appearing in the description 
of the subject-matter of the policy. We have already seen that 
the risk on ship for a voyage policy commences “ at and from " 
the port named in the policy. In “ time " policies on ship the com¬ 
mencement of the risk is indicated by the exact time the policy 
comes into force, the wording (either written on or attached to the 
policy) usually employed being, say, “ for and during th$ space 
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of twelve calendar months from noon 1st Jan., 19.., to noon 1st 
Jan., 19.. (beginning and ending with Greenwich mean time)/' 
It does not matter in such insurances where the vessel may be, 
whether at sea or in a port the other side of the world, the policy 
attaches according to Greenwich mean time. 

“ And shall so continue and endure, during her abode there, upon 
the said Ship, etc., and further until the said Ship, with all her Ord¬ 
nance, Tackle, Apparel , etc., and Goods and Merchandise whatsoever, 
shall be arrived at ." 

In the space following these words the name of the port to which 
the vessel is bound must be inserted. This is a general description 
of the continuance and ending of the risk on both ship and cargo. 
The following words are more definite descriptions of the ending 
ot the risk first on ship and then on cargo. 

“ Upon the said Ship, etc., until she hath moored at Anchor 
Twenty-four Hours in good Safety ." 

The policy covers the ship until she has “ moored at anchor 
twenty-four hours in good safety." Of course the condition of 
“ moored at anchor " need not be literally complied with, being 
sufficiently fulfilled when the vessel is securely moored at her 
customary berth in dock, or when she anchors for a short time in 
the tideway and then docks at high water provided she is in " good 
safety " for twenty-four hours after so berthing. Hence, the most 
important part of the clause is contained in the last three words. 
“ In good safety " denotes that the ship is, firstly, in the possession 
of the assured, and not under capture or arrest, and secondly, that 
she exists as a ship, even though damaged. 

A vessel may arrive at her destination with severely damaged 
rigging and spars, and yet be sound in her hull and perfectly able 
to discharge her cargo and lie for any length of time in harbour. 
Should she arrive, however, with her hull so badly damaged that 
her very existence as a ship be imperilled she would be physically 
unable to lie " moored at anchor twenty-four hours in good safety." 
This point was decided in the case of Shaw v. Felton in 1801, in 
which case a vessel arrived so badly damaged that she could only 
be kept afloat for a few days by lashing her to a hulk, on being 
released from which, she sank. It was held that as she had not 
“ moored at anchor twenty-four hours in good safety " the policy 
was still in operation. 
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“ And upon the Goods and Merchandise until the same he there 
discharged and safely landed ” 

The point of termination of the risk on goods is, provided there 
is no special clause to the contrary, the moment they are " safely 
landed." They may be discharged directly on to the quay, or 
they may be lightered from the ship to the shore, if such is the 
customary method of unloading in the particular port the vessel 
be lying in. As the goods are covered by the policy until " safely 
landed " the lighterage risk is included without any special clause, 
which, as has been pointed out, is necessary to cover such risk 
when loading. The goods should be landed within a reasonable 
time after the vessel's arrival at the port of discharge, and if they 
are not so landed the risk ceases. It should be noted that the policy 
does not cover the goods against any perils to which they may be 
exposed, after landing, unless there is a special clause so extending 
the risk. In practice goods are often covered right up to their 
destination in the interior. 

To meet the modern requirements of merchants who desire cover 
from the time their goods leave their hands—quite possibly in some 
interior town—until they are delivered to their customers abroad, 
a clause has been framed, called the "Warehouse to Warehouse" 
clause, in which an endeavour has been made to provide the assured 
with adequate protection and at the same time clearly define the 
extent of the underwriter's liability. This clause reads as follows— 

"The risks covered by this Policy attach from the time the goods 
leave the shipper’s or manufacturer's warehouse at the port of ship¬ 
ment, unless otherwise stated, and continue during the ordinary 
course of transit, including customary transhipment, if any, until 
the goods are safely deposited in the consignee's or other warehouse 
at the destination named in the Policy or un til the expiry of fifteen 
days from midnight of the day on which the discharge of the goods 
hereby insured from the overseas vessel is completed, whichever may 
first occur. When the destination to which the goods are insured is 
without the limits of the port of discharge of the overseas vessel 
the risks covered by this Policy continue until the goods are safely 
deposited in the consignee's or other warehouse at the destination 
named in the Policy or until the expiry of 30 days from midnight 
of the day on which the discharge of the goods hereby insured 
from the overseas vessel is completed, whichever may first occur. 
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Transhipment, if any, otherwise than as above, and/or delay arising 
from circumstances beyond the control of the assured, held covered 
at a premium to be arranged/' 

A casual reading might give the impression that no difficulty 
could arise in connection with this clause. There are, however, four 
words of vital importance, the interpretation of which from time 
to time provides problems for solution, “ordinary course of transit ” 
Here it is not so much a question of the route followed, which has 
been dealt with under “Deviation," as one of time. Should the 
goods be held up, say, at the port of discharge before being put on 
rail for their inland destination, how long does the policy protect 
them? The crucial test is, when does this delay become abnormal? 
Again, merchandise consigned to a port may be deposited in the 
Customs warehouse in which the receiver intends to leave it until 
sold; in these circumstances, in spite of the fifteen days mentioned, 
the risk ceases at once, as the Customs warehouse must be regarded 
—for the purpose of the clause—as the final destination. 

The inception and termination of the risk on ship and goods 
having been discussed, it will not be out of place to turn to the 
third prime subject-matter of Marine Insurance, viz., Freight. 

Freight is described in the Schedule of the M.I. Act as " the 
profit derivable by a shipowner from the employment of his ship." 
It may be earned by the carriage of his own goods as well as that 
of a third party, but it does not include passage money. As stated 
under “ Insurable Interest " (page 453) Freight forms a perfectly 
valid insurable interest and may be roughly divided into two kinds, 
(a) Money payable for the carriage of goods ; (b) money payable 
for the hire of a ship. The first is the more common kind and is 
known as “ Bill of Lading Freight." The risk on Bill of Lading 
Freight attaches pro rata as the goods are shipped, or if there be 
cargo in readiness which belongs to the shipowner, or which some 
other person has contracted with him to ship, the risk attaches 
as soon as the ship is ready to receive such cargo. According to 
English law, if the freight is payable at destination, the ship¬ 
owner is entitled to charge freight only on the goods he actually 
delivers at the port of destination, and therefore an insurance 
policy effected on Bill of Lading Freight maybe considered coincident 
with a policy taken out on goods themselves. 

In the case of Chartered Freight, the risk commences immediately 
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the contract is concluded, if the ship is then at the specified place 
in good safety; otherwise the risk begins as soon as she arrives 
there in good safety and continues until the contract is completed. 
It has become the custom in certain trades for the shipowner to 
stipulate that the whole or part of the Bill of Lading Freight be 
paid by the shipper when the Bills of Lading are signed, or before 
the vessel sails from the loading port. Such freight is commonly 
known as “ Advance Freight/' and having once been paid it cannot 
be recovered in the event of the ship or goods being lost 
before the port of destination is reached. The reason for what 
at first sight would appear to be a very one-sided agreement is, 
that such advances are held not to be freight in its strict sense, but 
considerations paid to the shipowner for taking goods on board 
his ship and undertaking to carry them, not for carrying them. In 
the event of part only of the freight being paid in advance, on the 
voyage being completed, the advance is deducted from the full 
Bill of Lading Freight, if and when such freight be earned. It is 
plain from the above that the shipowner has no insurable interest 
in freight paid in advance, as he runs no risk of losing it, but the 
risk of such loss falls on the merchant who has to pay it. (See 
under Insurable Interest, page 453.) To cover himself against loss 
he usually adds the amount he has paid for advanced freight to 
the value of his goods, stating, when effecting the insurance of his 
goods, the amount he has so included. 

“ And it shall be lawful for the said ship , etc., in this voyage to 
proceed and sail to and touch and stay at any Ports or Places 
whatsoever without Prejudice to this Insurance ." 

The Marine Insurance Act (Sec. 6 of First Schedule) states in 
reference to this clause, " In absence of any further licence or usage, 
the liberty to touch and stay at any port or place whatsoever 
does not authorise the ship to depart from the course of her voyage, 
from the port of departure to the port of destination." From 
this it will be seen that although at the first glance this clause 
appears to give unbounded liberty to the vessel to call at any port 
or ports, such is not its true interpretation The port or ports to 
be called at must be in the ordinary course of the vessel's voyage, 
and in their ordinary geographical order, and further, the call 
must be made for the purposes of the voyage. In illustration of 
this latter condition the case of the Company of African Merchants 
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v. British and Foreign Marine Insurance Co. may be quoted. A 
vessel was insured from Liverpool to the West Coast of Africa 
" during her stay and trade there/' and back to a port in the 
United Kingdom. She prolonged her stay on the coast for two 
months after loading a homeward cargo for the purpose of engaging 
in salvage operations in connection with the wreck of another 
vessel which had been bought by her owners. In a subsequent 
action against the underwriters upon the policy it was held that 
she was not at liberty to make such a delay, as it had not been made 
for trading purposes, and that consequently the policy was void. 
In practice it is usual to insert a clause in policies on.goods to pro¬ 
vide against deviation or change of voyage, or to extend the liberty 
to call by such a clause as “ Held covered in case of deviation or 
change of voyage, provided notice be given and any additional 
premiums required be agreed immediately after receipt of advices." 

This clause preserves the assured's right of recovery in event 
of loss which otherwise might be prejudiced by the inclusion in 
the Bills of Lading of conditions relating to the voyage which would 
probably invalidate his policy. 

“ The said Ship , etc., Goods and Merchandise , etc., for so much as 
concerns the Assured , by agreement between the Assured and Assurers 
are and shall be valued at ." 

The space which here follows is provided for the insertion of the 
valuation, and as previously observed, it is customary also to insert 
a description of the subject matter of the policy such as— 

In a cargo policy .. 100 Bales of Cotton valued at £ 1,500. 

In a hull policy .. Hull and Materials, etc. \ valued 

Machinery and Boilers, etc . / £20,000 

In a freight policy .. Freight valued at £1,000. 

Roughly speaking the basis of the value of a ship is what she cost 
her owners to build or buy, less a yearly deduction for depreciation. 
For cargo the basis of value is its invoice or actual cost, plus a 
reasonable percentage for profit and cost of shipping and the amount 
of advanced freight, if any. For freight the basis of value is the 
amount of freight at risk as per Bills of Lading or Charter Parly. 

If the subject matter of the insurance be unvalued, Sec. 16 of the 
M.I. Act fully provides for the method of ascertaining the measure 
of the insurable value, but as already stated, an unvalued policy 
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is very rare, and therefore this point does not require further 
discussion here. 

“ Touching the adventures which we, the assurers , are contented 
to hear and do take upon us in this voyage , they are .” 

These words form the prelude to the enumeration of the perils 
which the underwriter agrees to assume liability for, in consideration 
of the payment of premium. 

" Peril of the Seas." 

The term “ peril of the seas ” gives the keynote to the raison 
d'etre of a marine insurance policy and governs all the other 
perils. To the uninitiated such an apparently comprehensive 
expression would convey the idea that the policy indemnifies 
the insured against every hurt that might come to his goods 
during their oversea transit; such, however, is not the case. 
As an excellent definition of what the term really means the 
judgment of Lord Herschell in the “ Zantho ” case in 1887 
may be quoted. " I think it clear that the term ‘ perils of the 
sea ’ does not cover every accident or casualty which may happen 
to the subject-matter of the insurance ‘ on' the sea. It must 
be a peril' of 1 the sea. Again, it is well settled, that it is not every 
loss or damage of which the sea is the immediate cause that is 
covered by these words. They do not protect, for example, against 
that natural and inevitable action which results in what may be 
described as wear and tear. There must be some casualty, some¬ 
thing which could not be foreseen as one of the necessary incidents 
of the adventure. The purpose of the policy is to secure an in¬ 
demnity against accidents which may happen, not against events 
which must happen.” 

As an illustration of this latter point, the policy does not cover 
losses which arise from vice propre or “ inherent defect ” of the 
goods themselves, such as damage to fruit or meat which becomes 
rotten or putrid from delay on the voyage, nor from the ordinary 
amount of leakage which occurs to liquids and breakage to brittle 
goods. 

The most common form of " inherent defect ” is what is known 
as “sweating" which is caused by cargo, such as grain, being 
shipped in an immature state, thus causing heating during the 
voyage. The air in the hold becomes warm and moist, and con¬ 
denses on the hold beams in the form of sweat, which then falls 
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back on to the cargo below, causing deterioration. Another very 
common loss which is not covered by the policy is damage due to 
bad stowage or to negligence. Take, for example, a vessel which 
goes out in ballast to Galveston to load a cargo of cotton homeward. 
Before leaving the home port she probably takes enough coal 
on board to last her the round voyage, that is, out and home, 
some of which may be stowed in the hold. When loading at 
Galveston some of the cotton may be stowed in the space previously 
occupied by coal and unless the hold has been carefully cleaned, 
the bales get covered with coal dust. Such damage is due to 
negligence on the part of the shipowner and consequently the loss 
is recoverable from him, not from the underwriter. 

“ Fire ” 

Loss or damage by fire sustained by the subject-matter of the 
policy is recoverable from the underwriter whether it be caused 
by lightning, negligence of the crew, or pure accident. In practice, 
the policy is often extended by a special clause to cover goods 
against the risk of fire for a specified period while lying on the 
quay or in the custom house at the port of discharge, provided no 
land fire insurance has been effected. It often happens that 
consignees of large quantities of goods take out an open cover with 
a Fire Insurance Company to protect their merchandise against 
the risk of fire wherever it may be, within a certain radius, say of 
ten miles, at the port of discharge, and consequently it is possible 
that a marine policy might cover the risk of fire on the quay, which 
risk was already automatically covered by the open fire cover. 
To guard against this eventuality the underwriter usually inserts 
a clause in the policy such as “This insurance shall not inure to the 
benefit of any carrier or Fire Insurance Company/' 

This clause was all very well until the fire companies began to 
insert in their policies a similar provision, when complications arose 
and the assured was in real danger of finding himself outside of the 
protection of both his fire and marine policies. As a matter of 
practice underwriters would not allow their assured thus to fall 
between two stools, but to arrive at a basis upon which the loss 
should be divided between the two policies discussions have for 
some time been carried on between the fire and marine companies. 

The insertion of the words “carrier or" w T as the result of an 
American decision in which a railway company was permitted to 
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claim the benefit of an insurance policy in respect of a loss for which 
they had been held responsible. 

" Men-of-War, Enemies, Pirates , Thieves, Jettisons, Letters of 
Mart and Countermart, Surprisals, Takings at Sea” 

These words specify perils occasioned by the violence of a country's 
recognized enemy as well as by foes of all nations such as pirates 
and rovers. 

The words " Men-of-War " and " Enemies " mean that the policy 
covers all loss or damage occasioned by the hostile acts of an 
enemy's fleet during war, but as the usual fate of a merchant vessel 
is capture, whether legal or illegal, this risk is covered by the words 
"Takings at Sea." 

The risks of capture, seizure and detention are usually excluded 
by underwriters, especially in policies insuring steamers for time, 
since it is quite impossible to foretell what political conditions may 
reign a few months hence. 

The clause inserted in the policy to exclude this risk is known as 
the " F. C. & S." clause (free of capture and seizure). This clause 
is commonly printed in the margin of the policy and is as follows— 
" Warranted free of capture, seizure, arrest, restraint or detainment, 
and the consequences thereof, or any attempt thereat, piracy excepted, 
and also from all consequences of hostilities or warlike operations , 
whether before or after declarations of way” 

During the late European War, when the number of vessels lost 
through causes to some extent connected with the activities of 
opposing forces grew to an undreamt-of figure, the difficulty of 
recognizing those losses which came within the scope of the expres¬ 
sion "all consequences of hostilities " furnished the Courts with a 
long series of problems for solution. The decisions arrived at have 
provided clear indication as to what is and what is not to be regarded 
as a "warlike operation." The importance of this point justifies 
a short survey of the position. 

To combat the menace of enemy submarines, such precautions 
as steaming without lights on a zig-zagging course and in convoy 
were adopted, each and all of which brought additional risks in 
their train, and it was at first thought that any loss under such 
conditions would be a consequence of hostilities. The Courts, how¬ 
ever, soon made it clear that a marine peril such as collision or 
stranding was not removed into the category of a war loss merely 
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because the vessels had no lights, or were under naval control as 
to the course to be followed. The crucial test became not how were 
the vessels navigating, but whether their objective at the time of 
the accident could truly be described as “warlike.” Thus collision 
with a warship, or a merchant vessel under requisition and carrying 
supplies for the forces, was held to be the result of a warlike opera¬ 
tion and the contributing element of negligence on the part of either 
or both ships did not have the effect of altering the nature of the loss. 

It should be noted that when the risk of capture, seizure, etc., 
is covered, this F. C. & S. clause is deleted in the policy which has 
the effect of releasing the subject-matter of the policy from the 
warranty to be “ free of capture,” etc., and to remain covered 
as expressed in the body of the policy. 

“ Pirates , Rovers .”—These words, each meaning the same thing, 
need no explanation. 

" Thieves ”—The word as used in the policy means theft by 
violence and does not cover clandestine theft, such as pilferage by 
the crew or stevedores. Losses from this cause some years ago grew 
to such an extent that it became a regular practice when insuring 
any goods that might prove attractive to pilferers, to insert an 
additional clause to include the risk of theft or pilferage. 

" Jettison ”—As stated in the early part of this chapter (vide 
page 436) jettison is the throwing overboard of a part of the cargo, 
or a part of the equipment of the ship usually for the purpose of 
lightening or relieving her when in a position of danger. The value 
of the property so sacrificed is made good to the owner by a pro¬ 
portionate payment made by all the parties interested in the ship, 
freight, and cargo which have been saved from destruction by this 
general average act, i.e., jettison. 

Loss by jettison is directly recoverable from the underwriter, 
but should the assured so elect to recover his loss, the underwriter, 
on payment of the claim, is entitled to receive whatever may be 
due to the assured from the other parties to the adventure. In 
other words the assured cannot recover his loss from the under¬ 
writer as well as retain what is made good in General Average. 
In the same way the loss of freight on the goods which have been 
jettisoned is made good in general average, or may be claimed 
from the underwriter at the assured's option. 

“ Letters of Mart ”—“ Letters of Mart ” were commissions 



470 


THEORY AND PRACTICE OF COMMERCE 


granted by the Government to private individuals empowering 
them to fit out and arm merchant ships as " Privateers " for the 
object of preying on the shipping of an enemy. The commission, or 
licence, placed the privateer practically on the footing of a man-of- 
war, and allowed the owners to keep the prizes which they took. 

" Letters of Countermart .”—A commission granted to those who 
had suffered from the depredations of privateers, authorising them 
in their turn, to make reprisals. All losses so caused are covered 
by the policy. 

“ Takings at Sea .”—These words require no explanation, being 
already explained under “ Capture.” 

” Arrests, Restraints and Detainment of all Kings , Princes and 
People of what nation, condition or quality soever .” 

The difference between “ Capture ” and “ Arrest ” and “ Re¬ 
straint ” is well defined by Mr. Justice Brett in the case of Rodo - 
canachi v. Elliot (1874), an action arising from goods being detained 
in Paris during the siege of 1871. ” Capture,” he said, ” is taking 

possession with intent to change the property; arrest is taking 
with intent ultimately to restore to the owner; restraint a 
prevention of the goods going.” 

It should be noted that the term ” People ” is to be read as meaning 
the ruling power, such as a Republic, and not in the sense of a mob. 

An interpretation of the force of these words given by the Courts 
in the action Sunday v. British and Foreign Marine Insurance Co., 
Ltd., in 1915, was iesponsible for the introduction of the Frustration 
Clause, which as a rule is included in policies when the F.C. & S. 
Clause is cancelled. 

" Warranted free of any claim based upon loss of, or frustration of, 
the insured voyage, or adventure, caused by arrests, restraints or detain¬ 
ments of kings, princes or peoples .” 

Sanday had taken out policies with the "British and Foreign” 
covering shipments of linseed to Hamburg. War was declared 
between Great Britain and Germany while the vessels were at sea, 
so that the venture became illegal and the cargoes were discharged 
in the United Kingdom and the plaintiffs claimed a total loss. The 
case was taken to the House of Lords, where it was held that the 
claim was recoverable on the ground that the venture was lost 
through the "restraint of princes,” even though the goods were in 
perfect safety and undamaged. 
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“ Barratry of the Master and Mariners” —The term “ barratry " 
includes every wrongful act wilfully committed by the master or 
crew to the prejudice of the owner, or, as the case may be, the 
charterer. For example, an act of barratry is committed when a 
mutinous crew seize their ship and run her ashore or otherwise 
use her for their own ends, Should, however, the ship be cast 
away with the knowledge or connivance of the owner, in such an 
event the act would not constitute barratry, but fraud, and the 
policy would be void in consequence. 

An outbreak of scuttling about 1921 was responsible for a number 
of legal actions, some of which were fought as far as the House of 
Lords. Here it was clearly established that even persons such as 
mortgagees, not in any way responsible for the loss of the vessel, 
were precluded from recovering under their policies, as the loss was 
the direct consequence of the deliberate action of the captain and/or 
crew, and could not be regarded as fortuitous. Moreover, a claim 
on the ground of barratry was ruled out because the owner himself 
was involved and, therefore, the act could not be described as being 
to his detriment. 

" And of all other Perils, Losses and Misfortunes that have or 
shall come to the Hurt, Detriment , or Damage of the said Goods or 
Merchandises and Ship , etc., or any part thereof” 

The term “ all other perils ” includes only perils similar in kind 
to the perils specifically mentioned in the policy. 

“And in case of any loss or misfortune it shall be lawful to the 
assured, their factors , servants and assigns to sue, labour and travel 
for, in and about the defence , safeguard and recovery of the said 
goods and merchandise and ship, etc., or any part thereof without 
prejudice to this insurance ; to the charges whereof we, the assurers, 
will contribute each one according to the rate and quantity of his 
turn herein assured ” 

This agreement is supplementary to the contract of insurance, 
and is known as the “ Sue and Labour Clause." 

It gives permission to the assured and his employees to take all 
necessary steps in the preservation of the subject-matter of the policy 
when in danger; and further, the underwriter agrees to pay his 
proportion of any expenses which may be reasonably incurred in 
so averting or minimising a loss covered by the policy. 

As a matter of fact,the assured is bound bylaw to do all that he 
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reasonably can to minimise a loss. (M.I. Act, Sec. 78.) As an 
example of an expense recoverable under the clause, suppose a 
vessel when lying anchored in the River Mersey lost her anchor 
owing to the cable parting. If a shipowner engage a tug to go and 
grapple for the anchor, the expenses incurred are recoverable under 
the sue and labour clause provided that the loss of the anchor, to 
avoid which action is taken, is one which, if incurred, would be 
recoverable from the underwriter. It is possible that the cost 
of replacing the anchor if lost would not amount to the required 
percentage to constitute a claim under the policy and, if such was 
the case, the charges incurred in trying to recover it would not be 
claimable from the underwriter. 

An explanation of what is meant by “ required percentage ” 
is given under the heading of the “ Memorandum/' 

"And it is especially declared and agreed that no acts of the Insurer 
or Insured in recovering , saving or preserving the property insured , 
shall be considered as a waiver or acceptance of abandonment ” 

This clause is known as the Waiver Clause, and its object is to 
protect on the one hand the rights of the underwriter, and on the 
other those of the shipowner should they institute such measures 
as are provided for under the Sue and Labour Clause to protect 
the subject-matter of the policy in the event of disaster overtaking 
it. As an illustration of the effect of this clause, suppose a vessel 
went ashore in such a bad position that the shipowner thought 
that the chances of saving her were nil and accordingly wrote to 
the underwriter, abandoning his ship and claiming payment for the 
loss. The underwriter might think the case was not so hopeless 
as it appeared to the owner, and so would reply to the effect that 
he would not accept abandonment until he had endeavoured to 
refloat the owner's ship. If the underwriter then took steps to 
try and save the vessel, the fact of his taking such steps could 
not be construed as a tacit agreement to pay the shipowner the 
amount of the insurance, or, in technical language, a total loss. 
If the vessel was eventually floated, it might turn out that the costs 
of saving and repairing her were considerably less than the sum 
insured, which, but for the Waiver Clause being in the policy, the 
underwriter might have had to pay; either party being restrained 
from taking steps for the preservation of the property insured for 
fear that his action might compromise him. In other words, the 
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vessel might have been allowed to remain ashore until she was 
completely broken up by the action of the sea because the ship¬ 
owner was afraid to try and salve her, lest by so doing his claim 
for a total loss might be invalidated, and the underwriter, on the 
other hand, being similarly deterred from taking any means to 
preserve the vessel from further damage for fear that by so doing 
his action might be construed as an admission of liability. 

" And so we the Assurers are contented . confessing 

ourselves paid the Consideration due unto us for this Assurance by 
the Assured at and after the rate of 

In these words the underwriter acknowledges having received 
the premium in consideration of which he has undertaken to 
indemnify the assured against the risks specified in the policy. 
Although the wording of the policy states that the premium has 
been paid it may not follow that such is actually a fact. In prac¬ 
tice the custom is to pay the premium on or before the issue of the 
policy. In cases where a large amount of business is being con¬ 
tinually transacted between the underwriter and the assured or 
his agent, the premium is settled in account monthly, that is to 
say, the underwriter is credited with all premiums due on risks 
accepted by him in the past month and is debited with all small 
claims passed by him in a like period but not actually paid, the 
balance of the account being paid or received by the underwriter. 
Claims for large amounts are paid as soon as they have been 
passed. 

The employment of a broker to effect an insurance on behalf 
of the assured raises a very important point in relation to the 
payment of premium and the liability for claims. According to 
law the broker is responsible to the underwriter for the premium 
but the underwriter is directly responsible to the broker's principal 
for the amount which may be payable in respect of losses. 

Thus, in the event of the assured paying the broker the premium 
and the broker becoming bankrupt before he had handed the 
premium over to the underwriter, the underwriter would have to 
pay the assured in full any claims that might arise without receiving 
any premium for the risk, or at the best only something in the £. 

“ N.B. — Corn , Fish, Salt, Fruit, Flour and Seed are warranted 
free from Average, unless general, or the Ship be stranded ; Sugar, 
Tobacco, Hemp, Flax, Hides, and Skins are warranted free from 

31—(1481) 
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Average under Five Pounds per cent .; and all other goods, also the Ship 
and Freight, are warranted free from Average under Three Pounds 
per Cent., unless general, or the Ship be stranded.** 

This clause is known as the “ Memorandum " and was introduced 
into the policy with the dual object of excluding all claims of a trivial 
nature and of relieving underwriters of liability for damage to the 
enumerated articles of a perishable nature that might ordinarily be 
expected to arise from their very susceptibility to depreciation. 

The word “Average" is used in two senses. When employed to 
denote partial loss it is called “particular average" and when to 
denote contribution it is termed “general average." 

It has already been explained that “ general average " represents 
a voluntary sacrifice during danger for the general benefit of ship, 
cargo, and freight. Particular average, on the other hand, repre¬ 
sents damage or loss which is purely accidental in its nature and 
due to a peril insured against to ship, cargo or freight. It concerns 
the subject-matter of the policy only, in contradistinction to general 
average which concerns all the parties in the adventure. 

Thus the damage sustained by a ship in a storm is a particular 
average on the ship ; a portion of the cargo might be damaged 
by some of the sea-water getting into the hold, such would result 
in a particular average on the cargo ; and if part of the cargo 
happened to be salt, and dissolved in consequence of getting wet, 
the loss of freight on that portion which had melted would be a 
particular average on the freight. 

The meaning of the “ Memorandum " is— 

(a) The underwriter stipulates that he will not be liable for 
partial loss (average, used in the sense of particular 
average) to Corn, Fish, Salt, Fruit, Flour, and Seed unless 
the ship is stranded. (It should be noted that general 
average is not excluded, the words “ unless general" 
meaning “ except general.") 

Although the policy does not contain any direct reference in 
connection with its liability to pay general average, it nevertheless 
is an implied condition of the contract. General average exists 
quite independent of insurance, and as a matter of fact it was an 
established custom of the sea long before insurance was evolved; 
the liability therefore for contribution to general average, is a 
common law liability. 
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(6) The underwriter stipulates that he will not be liable for 
particular average on Sugar, Tobacco, Hemp, Flax, 
Hides and Skins under £5 per cent, unless the ship be 
stranded. For example, fifty sacks of sugar insured for 
£100 sustain damage by sea-water during the voyage 
and the loss amounts to £6 per cent. As this exceeds the 
stipulated percentage the assured can recover from his 
underwriter the whole of his loss provided he is fully 
insured. (See page 483 for explanation of this term.) 

(c) The underwriter stipulates that he will not be liable for 
particular average on all other goods, as vcell as the ship 
and fieight under £3 per cent, unless the ship be stranded. 
For example, a vessel might sustain damage in a storm, 
the cost of repairing which damage might amount only 
to two per cent of the sum for which her hull was insured, 
and if such was the case the shipowner could not recover 
from his underwriter as the loss would be under the 
required percentage. 

“ Or the ship be stranded .” In the event of the vessel stranding 
the stipulations in the Memorandum become inoperative and the 
underwriter is liable to pay average irrespective of percentage 
just as if the Memorandum did not exist. 

As an illustration of this, a vessel laden with wheat meets with 
heavy weather during the voyage and part of the wheat is damaged 
by sea-water. As wheat is included in the word " Corn ” it is 
warranted free from particular average unless the ship be stranded, 
consequently damage sustained during bad weather is not recover¬ 
able; but suppose the vessel, after passing through the storm, 
grounds on a sand-bank as she is entering her port of destination. 
She remains fast for a short time and then is refloated without 
having sustained damage to her bottom to such an extent as to 
admit any sea-water. As the vessel has been stranded the under¬ 
writer is liable for the whole of the damage done to the cargo 
during the storm even though none was caused by the grounding. 
But a point to be noticed is that the cargo of corn must be actually 
on board at the time of stranding to enable the assured to claim 
for damage due to heavy weather. Thus a vessel might so strand 
before she reached her loading port, get off, load, complete her 
voyage and discharge her cargo of corn sea-damaged, but the 
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assured could not claim for the damage on the plea that the vessel 
had stranded. 

It is probable that this apparently illogical interpretation was not 
intended when the clause was framed, but when in 1797 the Courts 
were considering a claim for damage to fruit through a leak, the 
vessel having subsequently stranded, they were no doubt influenced 
by the practical difficulty that would have arisen had they placed a 
different construction on the words, for then it would have been neces¬ 
sary to distinguish between the damage consequent upon the leak 
and that resulting from the stranding—an almost impossible task. 

A question which the foregoing will naturally cause the student 
to ask is " What is stranding ?” 

A stranding within the meaning of the policy is when the vessel 
takes the ground by reason of some accidental occurrence and 
remains fast for an appreciable time. It is not a stranding if the 
vessel takes the ground in a tidal harbour where it is the usual thing 
for all vessels entering such a harbour to do so in the ordinaly 
course. In practice it has become very common to extend further 
the liability of the underwriter, by adding to the word " stranded " 
the words “ sunk, or burnt, on fire, or in collision/' The word 
" sunk " appears to be superfluous when the policy already con¬ 
tains the word “ stranded " as a vessel when " sunk " also becomes 
stranded when she reaches the bottom. It has been held by 
the Courts that before the exception “ burnt " comes into effect, 
the vessel herself must be so damaged by fire that a jury would 
consider her to be a burnt ship. It is not sufficient for the ship 
to have been merely on fire, and so in order to extend the meaning 
of “ burnt" the words “ or on fire " have been added. Thus 
a very small fire in the cabin will have the effect of destroying 
the exceptions to particular average contained in the policies 
effected on the cargo stowed in the hold. It should be particularly 
noticed that it is the ship which must be “ burnt" or “ on fire." 
If the cargo is damaged by fire and the ship is not, the conditions 
of the Memorandum remain unaltered. “ Or in collision " means 
that the vessel must be in collision with another ship. Striking a 
dock wall or running into a pier does not constitute a collision. 
To make the meaning of the words " in collision " more clear 
very often the words " with any other ship or vessel" are 
added. 
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Losses. —Having considered Lloyd's policy and many of the 
everyday clauses which are added by underwriters to extend its 
conditions, we will now proceed to glance at the methods which 
regulate the adjustment of claims and the measure of indemnity 
provided under a marine insurance policy. 

Causa Proxima. —Before proceeding further, however, a word 
must be said in explanation of a most important principle in con¬ 
nection with the recovery of losses, and that principle is the well- 
known legal doctrine of “ Causa proxima ” (i.e. t that the proximate 
cause of the loss is to be looked to). This principle, or rule, is 
strictly applied to the contract of marine insurance. 

It should be clearly understood that the underwriter is not 
liable for a loss not proximately caused by the perils insured 
against. 

As an illustration we will presume that a vessel, A, laden with a 
cargo of fruit, runs into a vessel, B, which is at anchor, doing 
damage to B but sustaining none herself. The owners of B, to 
enforce their claim for damages from A, institute proceedings 
whereby A is placed under legal arrest, which will be removed only 
on the payment of bail by the owners of A. The owners of A may 
be some time in raising the necessary sum of money required to 
release their ship, and in the meantime the cargo of fruit, owing 
to its perishable nature, becomes rotten. The cause of loss is the 
" inherent vice " of the fruit brought out by the delay in the voyage 
caused by the arrest as the result of the collision. Thus there 
are a succession of causes w'hich have produced the loss, but only 
the nearest cause must be looked to and the others rejected, although 
the result would not have been produced without them. As already 
stated, the underwriter is not liable for damage due to " inherent 
vice ” and consequently, in the example given, the assured could 
not recover his loss from the insurer. The underwriter is not liable 
for any loss attributable to the fault or misconduct of the assured, 
but he is liable for any loss proximately caused by a peril insured 
against, even though the loss would not have happened but for 
the misconduct or negligence of the master or crew, or any other 
cause not directly insured against. Thus, if a ship goes ashore 
owing to the negligent navigation of the captain and subsequently 
becomes a wreck, the underwriter is liable for the resultant loss. 

Total Loss.—Obviously the simplest form of loss is a total 
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loss arising from a peril insured against, the measure of indemnity 
for which is the payment by the underwriter to the assured of the 
sum insured. 

Actual total loss is defined by the Marine Insurance Act, Sec. 57, 
in the following words : “ Where the subject-matter insured is 
destroyed or so damaged as to cease to be a thing of the kind insured, 
or where the assured is irretrievably deprived thereof, there is 
an actual total loss.” Suppose a ship founders at sea during a 
storm when laden with cargo, a total loss of ship, cargo and freight 
occurs. The necessary documents required by the underwriter 
in connection with a claim for total loss are— 

(1) The Protest, which is a statement of the facts of the 
casualty sworn before a Notary by the captain or crew 
should they be saved. 

(2) The Policy. 

(3) The full set of Bills of Lading relating to the shipment, 

endorsed by the shipowner with a memorandum to the 
effect that the goods were actually shipped on board the 
lost vessel. This is essential, as very often goods are 
“ shut out ” from the vessel in which they are intended 
to be shipped owing to their arriving late alongside and 
are forwarded in a following ship. 

(4) The invoice, as evidence that the goods were insured for 

a reasonable amount over and above their cost, and were 
not excessively overinsured. 

Documents 1 and 2 are required for the settlement of a total loss of 
ship. 1, 2, 3 and 4 for a total loss of cargo, and 1 and 2 for a total 
loss of freight. 

In the event of a vessel sailing on a voyage and never being 
again heard of, after the lapse of a reasonable time she is presumed 
to be lost and is " posted at Lloyd's ” as missing, and the under¬ 
writer pays the loss on production of the above-named documents, 
with the exception, of course, of the Protest. No amount of damage 
to goods which arrive at their destination in specie will entitle the 
assured to recover as for a total loss, i.e., bales of cotton may arrive 
so badly damaged by fire as to be worth half the value of sound 
bales, but nevertheless so long as they are recognisable as bales 
of cotton, though very badly burned ones, the assured can recover 
his loss adjusted on a particular average basis only and not as 
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a total loss. The difference between the two methods is shown 
under Particular Average (page 482). 

Should, however, boxes of bacon arrive so badly damaged by 
sea-water as to be merely boxes of putrefying matter which by no 
stretch of imagination could ever be called bacon, the assured is 
entitled to claim a total loss from the underwriter. In the event 
of goods arriving damaged at a port short of their destination and 
being sold there, the assured is entitled to claim a total loss, the 
underwriter either paying in full and taking the proceeds, or the 
assured taking the proceeds and the underwriter paying the difference 
between the proceeds and the insured value of the goods sold, this latter 
method of settlement being known in practice as a “ salvage loss.” 

Constructive Total Loss. —" There is a constructive total 
loss where the subject-matter insured is reasonably abandoned 
on account of its total loss appearing to be unavoidable, or because 
it could not be preserved from actual total loss without an expendi¬ 
ture which would exceed its value when the expenditure had been 
incurred.” (M.I. Act, Sec. 60.) 

In determining whether a ship is a constructive total loss or not, 
the circumstances of the case must be viewed from the stand¬ 
point of the prudent uninsured owner For example, a vessel 
is driven ashore during a gale and sustains more or less serious 
damage. The question is, “ What would her owner do with her 
if he was uninsured ? ” The answer is, “ He would first consider 
how much it would cost to get her afloat, and secondly, when afloat 
again, how much it would cost to repair her, and thirdly, how the 
cost of floating and repairing her would compare with her value 
when repaired.” If the cost of salving and repairing exceed the 
value of the ship, she is a constructive total loss. A glance at the 
following figures will make this more clear — 

The estimated proportion of expenses 
for floating and getting the vessel into a 
place of safety amounts to . . . £2,000 

The estimated cost of repairing the 
vessel amounts to ... £8,000 

£10,000 

The value of the vessel when repaired £9,500 
Result:—A constructive total loss. 
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Suppose in the case cited the owner spent the £10,000 getting 
his ship off and repairing her, he would simply be throwing £500 
away, as after all his trouble and expense his property would be 
worth only £9,500. To avoid disputes as to what is the repaired 
value of a ship, it is usual for this to be agreed between the assured 
and his underwriters at the policy valuation, and this agreement is 
embodied in a special clause known as the “Valuation Clause” 
attached to most time policies on ship, which clause reads as 
follows— 

“ In ascertaining whether the Vessel is a constructive total loss, 
the insured value shall be taken as the repaired value, and nothing 
in respect of the damaged or break-up value of the vessel or wreck 
shall be taken into account.” The latter part of the clause was 
added after the decision of the House of Lords in the case of 
Macbeth & Co. v. Maritime Insurance Co. (1908), which was an 
action brought by the owners of the s.s, Araucania, who had insured 
the vessel free of particular average, to recover for a constructive 
total loss, the owners* claim being based on the contention that the 
value of the wreck should also be taken into account. Previous 
to this decision, which was given in the shipowners* favour, the 
value of the wreck had not been admitted. 

The effect such inclusion would have is shown by a comparison 
of the following figures- 

Case for Owners of “Araucania ” Underwriter's Case. 

Value of wreck, say . £1,500 Estimated cost of repairs, 

Estimated cost of repairs, etc. .... £11,000 

etc. .... £11,000 - 

Total . . £12,500 

Repaired value (insured Value) Repaired value (insured Value) 

£12,000 £12,000 

Result: A constructive total loss. Result: No claim for a constructive 

total loss. 

With regard to a constructive total loss of goods, the prudent 
uninsured owner theory also serves in a measure as the test. If, 
for example, goods arrive at a port short of their destination in 
such a badly damaged state that the cost of reconditioning and 
forwarding them to their destination would exceed their value on 
arrival, there is a constructive total loss of goods. The case of 
Rodocanachi v. Elliott , decided in 1873, provides an example of 
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circumstances where goods were reasonably abandoned on account 
of their actual total loss appearing unavoidable. It was during the 
Franco-Prussian War that the insured property, during its normal 
transit across France, had reached Paris when the city was invested 
by the German Army, and thus was prevented from being forwarded 
to its destination. As it appeared likely that this detention was to 
be of long duration, the assured was held to have reasonably aban¬ 
doned his goods and was entitled to collect a constructive total loss 
under his policy. As a matter of fact, when the action was heard, 
the goods had reached their destination safely, but this did not, of 
course, affect the decision which was based upon the circumstances 
existing at the time of the abandonment. 

Average Clauses. —As ships and cargoes increased in size and 
value it was found that the terms of the Memorandum imposed 
unduly severe conditions on the assured, as the subject-matter of 
the policy had to be considerably damaged before the resultant loss 
reached the required percentage, unless, of course, the ship was 
stranded. This led to the introduction of “ average clauses ” which 
are in effect agreed subdivisions of the subject-matter insured. 

Such an insurance is termed a “ W.A.” (with average) policy, 
and its nature is indicated by a special average clause written in the 
policy, as, for example, in a policy on cigars— 

“ To pay average on each case if amounting to 3 per cent.” 
The insertion of such a clause has the effect of rendering the under¬ 
writer liable for all loss or damage to the cigars arising from a 
peril insured against and irrespective of any accident to the ship 
provided the damage amounts to 3 per cent, of the insured value 
of each case of cigars. 

Bales of American cotton are insured with the following average 
clause: “To pay P.A. on each bale if amounting to 3 per cent and to 
pay pickings claims without reference to series or amount.” The 
meaning of this clause is that the underwriter will pay for all 
damage to the cotton due to a peril insured against provided the loss 
on each bale amounts to 3 per cent, of their insured value. The 
meaning of " Pickings Claims ” is explained later. 

Wool is insured “ W.A. if amounting to 3 per cent, on each bale.” 
Manufactured Cotton Goods—“ W.A. on each bale or case,” and 
so on, the different percentage or “ franchise ” being well estab¬ 
lished by custom, a rough rule being that the more delicate the 
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goods, the higher the franchise is likely to be. Should the loss 
amount to the required franchise, the underwriter pays the whole 
loss and not merely the amount of the loss in excess of the franchise. 

Of recent years, with the unfortunate tendency to grant ever- 
increasing cover, it is quite usual to come across policies “to pay 
average irrespective of percentage/ 1 

Particular Average. —The measure of indemnity for partial 
loss (particular average) of goods arriving at destination in a 
damaged condition is settled by law, the section (71) of the M.I. 
Act dealing with the subject being as follows— 

“ Where the whole or any part of the goods or merchandise 
insured has been delivered damaged at its destination, the measure 
of indemnity is such proportion of the sum fixed by the policy in 
the case of a valued policy, or of the insurable value in the case 
of an unvalued policy, as the difference between the gross sound and 
damaged values at the place of arrival bears to the gross sound value." 

When goods arrive damaged the first duty of the assured is to 
inform his underwriter of the fact, in order that the latter may 
appoint an expert, known as a " Surveyor " to examine the goods. 
This expert will report on the nature and cause of damage and 
advise what steps should be taken to minimise the loss. A very 
usual recommendation is that the goods be sold by public auction. 
The damaged value of the goods is what they realise by sale, the 
sound value is their market value had they arrived sound, taken 
on the day of sale of the damaged portion. The difference between 
the two values represents the depreciation or loss and this depre¬ 
ciation is then applied to the insured value of the damaged goods. 
It should be particularly noticed that the comparison must be made 
between the gross sound value and the gross damaged value, that is, 
before deduction of the expenses of sale, etc. The reason for this 
comparison of values is to eliminate, as far as the underwriter is 
concerned, any advantages or disadvantages arising from the 
market fluctuations. The underwriter undertakes to indemnify 
the assured from loss arising from perils of the sea and not from loss 
arising from a fall in the market, consequently he is deprived of any 
advantage that might accrue owing to the goods being sold when 
the market happened to be high, and exempt from loss owing to 
the market being low. Further, the comparison must be made 
on the gross values to obtain a true percentage of loss. 
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As illustrations of these points 
(A) Correct Basis for P.A . Claim . 
Gross Sound Value . . £200 

Gross Proceeds . . . ^150 


Loss . . £50 

Depreciation—25 % - 

Insured Value—£190 @ 25 % 
Amount due from Underwriter, 

£47 10s. Od. 


the following figures are given— 
(B) Incorrect Basis „ 

Net Sound Value ( i.e ., Gross 
value less charges) . . £180 

Net Proceeds (i.e., Gross pro¬ 
ceeds less charges) . . £130 

Loss . . £50 

Depreciation—27J% - 

Insured Value—£190 @ 27 j % 

£52 14s. 6d. 


On comparison of above figures the loss is found to remain the 
same in each case, but the percentage of depreciation is different. In 
example (A) the insured value is less than the sound value, and the 
underwriter in consequence pays less than the actual loss to the 
assured. Such a result is due to the assured being “ under-insured." 
Suppose, on the other hand, the insured value was £220, the under¬ 
writer would still have to pay 25 per cent of it or £55, such a case 
is known as being “ fully insured." 

When goods arrive damaged there are always certain charges 
incurred which would not have been incurred had the goods arrived 
sound, such for example as the expenses of an auction sale, survey 
fees, extra handling on the quay, etc. Charges of this nature 
are recoverable from underwriters, and are known as “ Extra 
Charges." 

Certain articles, when lightly damaged, lend themselves to methods 
of reconditioning peculiar to themselves alone ; such as bales of 
cotton, which are usually reconditioned by “ picking," that is, 
the damaged portion is removed by hand, and sold, and the casing 
of the bales repaired. Wool is also treated by this method ; coffee 
is skimmed, i.e., the damaged portion is removed from the bags. 
Tobacco is reconditioned by cutting off the damaged portion. It 
has become the custom for underwriters to settle such losses 
irrespective of percentage and based on the sound value only. The 
following is an example of a “ Pickings Claim " on Cotton. 


Nature of Damage 

Ten bales damaged by sea-water and reconditioned by picking 
and mending, the pickings removed weighed 50 lbs. and the rags 
(old canvas wrappings off the bales) 20 lbs. 
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Claim. 

XYZ 10 B/s damaged by sea-water—Pickings 
Deduct 1 /3 for water (according to custom) , 


Sound value, 8d. per lb. ... 

Proceeds—Pickings 50 lbs. realised by sale, 4d per lb. 

Rags 20 lbs. ,, „ @ 2s. per cwt. 


Extra Charges. 

Canvas to re-cover the damaged patches on the bales 
40 yds. @ 3d. ....... 

Twine, 10 hanks @ 2Ad. ...... 

Men's time picking and mending, 3 days @ 4s. 6d. 


lbs. 

50 

17 

33 


Suiveyor’s Fee 

Total •• Pickings ” claim . 



— 

£ 

s. 

d. 



1 

2 

0 

I 



17 

0 




5 

0 

s. 

d. 




10 

0 




2 

1 




13 

6 





— 

1 

5 

7 



1 

10 

7 




10 

6 


£2 1 1 


The adjustment of a particular average claim on a ship is radically 
different from the principle adopted in P.A. claims on goods. In 
ship claims there are no sound and damaged values to be compared. 
The measure of indemnity is the reasonable cost of repairing the 
damage sustained, subject to the terms of the policy, plus such 
items as survey fees, dry dock rent (if the damage is of such a nature 
as to necessitate the use of a dry dock), extra coal and stores used in 
moving into and out of dry dock, extra towage, etc. For example, 
suppose a vessel has sustained damage to her propeller by striking 
some submerged object during the course of her voyage, and has 
to be dry docked for examination and repairs. The adjustment 
of the Particular Average claim would be on the following lines— 
Preamble : consisting of: Statement of facts, surveyors' reports, 
specification of the repairs necessary, etc. 

Disbursements consisting of— 

Ship repairer’s bill for dry docking and repairing the ship, £ s. d. 


say. 1,000 0 0 

Surveyor’s Fees . . . . . . . . 20 0 0 

Tug Hire assisting vessel to and from dry dock . . . 10 0 0 


Extra Coal and stores used in connection with repairs . . 5 0 0 

£1,035 0 0 

Credit for any old material removed from the ship . . 5 0 0 

£1,030 0 0 

Average Adjuster’s Fee. r . 10 0 0 

Total Particular Average amounts to £1,040 0 0 
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Insured value of the vessel, say 

• 

£5,000 

0 

0 

Conditions of the policy 

(i.e., time or voyage 

and special 




clauses, if any) 




Underwriters and Companies 




Say £2,000 insured with * 

Private ” Underwriters 

pays 

£416 

0 

0 

" 1,000 „ „ 

'A” M.I. Co., Ltd. 

208 

0 

0 

1,000 „ „ 4 

B ” M.I. Co., Ltd. 


208 

0 

0 

500 „ „ ' 

‘C” M.I. Co., Ltd. 


104 

0 

0 

500 „ „ • 

' D ” M.I. Co., Ltd. 


104 

0 

0 

£5,000 pays Particular Average . 

. 

£1,040 

0 

0 


In the example given, the claim is considerably in excess of 
3 per cent of the insured value of the vessel. In the event of a 
vessel insured under a voyage policy, meeting with a number of 
small accidents during the voyage, each under 3 per cent and none 
of which, by their nature, breaks the memorandum warranty, all 
such small damages may be added together and if the total exceeds 
3 per cent on the vessel's insured value, the assured is entitled to 
claim from the underwriter all the losses so occasioned, provided, 
of course, they arise from perils insured against. In time policies, 
however, the policy usually stipulates that the assured can only add 
together the losses happening on one round voyage to ascertain 
whether the required percentage has been reached, and not all the 
damages sustained during twelve months, or for whatever period 
the policy may be effected. 

A shipowner is not bound to repair his ship in the event of her 
sustaining damage. He may decide to sell her in her damaged 
condition, in which circumstance he is entitled to claim from his 
underwriters the reasonable cost of repairing such damage, but not 
exceeding the actual depreciation in the value of the ship as ascer¬ 
tained by the sale. Should the shipowner only partially repair his 
vessel, he can claim to be indemnified for the reasonable depre¬ 
ciation to the ship arising from that part of the damage which has 
been left unrepaired. Again, the shipowner may decide to leave 
the repairs over to a more convenient time if they are not of such 
a nature as to interfere with the vessel's seaworthiness, but should 
the vessel be totally lost before the expiry of the policy and before 
the repairs are made, the shipowner can recover only for the total 
loss. The reason for this is that as the repairs had never been 
effected, no loss had been sustained by the shipowner on that 
account and consequently he has no claim. 
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General Average. —A definition of General Average is given 
in the Marine Insurance Act (Sec. 66) as follows— 

(1) A general average loss is a loss caused by or directly conse¬ 

quential on a general average act. It includes a general 
average expenditure as well as a general average sacrifice. 

(2) There is a general average act where any extraordinary 

sacrifice or expenditure is voluntarily and reasonably made 
or incurred in time of peril for the purpose of preserving 
the property imperilled in the common adventure. 

(3) Where there is a general average loss, the party on whom 
it falls is entitled, subject to the conditions imposed by 
maritime law, to a rateable contribution from the other 
parties interested, and such contribution is called a general 
average contribution. 

From the above it is seen that the losses which give rise to a 
general average contribution are divided into two classes which 
have a common objective, i.e., the preservation of the whole 
adventure in a time of peril by 

(1) Sacrifice of property. 

(2) Expenditure. 

There are, however, essential conditions which must be present 
to constitute general average. Briefly enumerated the principal 
conditions are— 

(1) The loss must be voluntary, i.e., the intentional act of 

man, as distinguished from accident. 

(2) The loss must have been incurred with a view to the 

general safety. A loss incurred for the safety of part 
only, that is, for the ship only or cargo only, does not 
constitute general average and cannot be the subject of a 
contribution from all. 

(3) The sacrifices and expenses must be extraordinary, i.e., 

they must not form part of the ordinary expenses neces¬ 
sarily incurred in the carrying out of the contract of 
affreightment. 

(4) The act of sacrifice or the expenditure must be reasonably 

made. 

In consequence of the many differences which exist in the laws 
of the various countries engaged in maritime trade, on the subject 
of general average, an effort has been made on the part of the English 
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and Foreign adjusters, shipowners, merchants and underwriters, 
to frame an international code of rules with the object of instituting 
a uniform system of general average. The result is a code known 
as the “ York-Antwerp Rules,” which have been widely adopted as 
one of the conditions of Charter Parties and Bills of Lading, and 
which usually form the subject of a special clause in the policy of 
insurance also, the clause reading as follows— 

“ General Average and Salvage Charges payable according to 
Foreign Custom or per York-Antwerp Rules, if in accordance with 
the contract of affreightment.” 

In the absence of any stipulation in the Charter Party or Bills of 
Lading regarding the basis for a general average adjustment, the 
law of the country in which the port of destination is situated, 
governs the adjustment. In the event of the voyage being broken 
at a port short of destination, the adjustment is governed by 
the law of the country in which that port is situated where the ship 
and cargo parted company. As examples of losses which are 
admitted as general average either in accordance with English law 
or York-Antwerp Rules the following may be cited— 

Damage sustained by a steamer's engines when used to float her 
when ashore in a dangerous position. 

Masts, spars, sails or rigging cut away for the common safety 
during a storm. 

Anchors and chains slipped to avoid collision or stranding. 

Damage done to a ship in the endeavour to extinguish a fire or to 
facilitate jettison. 

Loss of cargo and the freight thereon due to jettison. 

Damage done to cargo, which has not been on fire itself, by water 
used to extinguish a fire on board. 

Expenses incurred in floating a stranded ship. 

Wages and provisions of the master and crew during detention in 
a port of refuge. 

Expenses incurred entering and leaving a port of refuge. 

Damage done to cargo during a forced discharge, as when a ship 
is ashore and the cargo is discharged to lighten her. 

Cost of salvage of ship and cargo when picked up at sea or salved 
under contract when ashore. 

All the above items are general average sacrifices or expenditure, 
and in consequence must be contributed to by a proportionate 
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payment by all the parties to the adventure because by such sacri¬ 
fices or expenditure the whole adventure has derived some benefit 
when in danger. It must not be thought that only those interests 
which have not sustained loss or damage by a general average 
sacrifice contribute to the cost of making good such loss or damage. 
On the contrary, the amount which has been made good has to 
pay its proper proportion towards the general average. The reason 
for this is that the owner of property which has been sacrificed must 
not be in a better position than those whose property has been saved. 

To illustrate this point suppose a ship had a fire in her cargo 
during the voyage, to extinguish which a quantity of water had been 
used. Part of the cargo stowed in the same hold as the one in which 
the fire originated, but which had not been on fire itself, is damaged 
by the water poured on to the burning goods. 

On arrival at destination the loss on the water-damaged portion 
is ascertained in exactly the same way as explained under Particular 
Average (page 482), i.e., by sale or by assessment made by an 
expert. Suppose the value of the cargo damaged by water is 
£2,000, and that of the property saved £18,000, and the amount 
of damage sustained is 50 per cent, or £1,000, the amount to be 
made good in general average is therefore £1,000 apportioned as 
follows— 

Value of cargo in damaged condition . . £1,000 

Plus amount of water-damage made good in G. A. £1,000 


£2,000 pays G. A. £100 
. 8,000 „ „ 400 

9,000 „ „ 450 

. 1.000 „ „ 50 

. £ 20,000 „ „ £ 1,000 

From the above example it will be seen that the owner of the 
water-damaged cargo receives £900 from the other contributories 
to the £1,000 made good in G.A. the balance of £100 being paid 
by himself. 

The damage sustained by the cargo by fire is, of course, a 
particular average loss and for clearness has not been considered 
in the above explanation. 

When a general average sacrifice or expenditure has been incurred, 
the shipowner is entitled to require from the consignees security 
for the payment which shall eventually be found due from each. 


Value of Cargo saved 
Value of ship 
Value of freight 

Total contributing value 
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and this security is usually in the form of an “ Average Bond/* 
a document wherein it is agreed that the shipowner will deliver to 
the consignees their cargo in consideration of their undertaking 
to pay the proper proportion of general average contribution when 
ascertained, and further, will furnish the shipowner with particulars 
of the values of their respective consignments to enable an adjust¬ 
ment to be prepared. The preparation of the general average 
adjustment is the work of a professional average adjuster, whose 
appointment is the duty of the shipowner. If the general average 
is of considerable amount or the expenditure very heavy, the 
shipowner may require a cash deposit from the consignees in addition 
to their signatures to the bond—such deposit is known asa" General 
Average Deposit,” and is usually paid into a bank in the joint names 
of the shipowner and average adjuster, the receipt for which, 
signed on behalf of the trustees of the “ Trust Fund,” is called a 
" General Average Deposit-Receipt.” Of recent years the system 
of general average guarantees has been introduced in place of a 
cash deposit. The " Guarantee ” is a document given to the 
shipowner by the consignees' underwriters, wherein the eventual 
payment of the general average contribution as may be shown to 
be due, is guaranteed by the signatories in consideration of the 
shipowner delivering the cargo to the consignees without requiring 
from them a deposit. There is also, as a rule, a clause in which it 
is agreed that a sum on account of general average will be paid, if 
and when the shipowner may require it to meet disbursements paid 
by him, such sums to be duly certified to by the Average Adjuster. 

It is customary for underwriters to refund to the consignees the 
amount of general average deposit, on surrender to them of the 
General Average Deposit Receipt. On completion of the General 
Average Statement, it may happen that the general average con¬ 
tribution due is less than the deposit taken, consequently, the 
balance has to be refunded by the trustees to the holder of the 
General Average Deposit Receipt. 

The value on which the cargo contributes to general average, is 
its actual net arrived value at the port of destination, that is, its 
actual market value (taken, if sound, on the last day of landing) 
less all freight payable at destination dock and town dues, broker¬ 
ages, discounts, duties, etc., i>lus anv amount which is made good 
in general average. 

3a -(148*) 
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The contributory value of the ship is her actual worth to the 
owner at the port of destination. If the vessel is in a damaged 
state on arrival, her actual value in such a condition must be taken 
Mus any part of the cost of repairing the damage as may be made 
good in general average. 

The freight contributes on the gross amount payable at destina¬ 
tion, less such port charges and crew's wages incurred in earning 
it subsequent to the General Average Act. 

The above valuations foi contributory purposes are as between 
the consignees and the shipowner; consequently, as they are 
computed on a somewhat different basis from that employed in 
arriving at the insured value, there is almost always bound to be 
a discrepancy between the two. Therefore, in claiming a general 
average contribution from the underwTiter, the insured value must 
be regarded as the limit of the insurer's liability. In other words, 
if the contributory value is more than the insured value, the under¬ 
writer pays on the insured value, but if the contributory value is 
less than the insured value, the underwriter pays on the contribu¬ 
tory value. As illustrations of these points, the following examples 
are given— 

1. —Contributory Value of Goods, £500 pays G. A. contribution amounting 

to ^25 

Insured Value £400 will pay in proportion £20 

2. —Contributory Value of Goods, £600 pays G. A. contribution amounting 

to £30 

Insured Value £800 will pay the same, i.e ., £30 

As already stated when explaining " Jettison," the assured has 
a direct claim on the underwriter for goods or ships' materials 
sacrificed, exactly as though he had a claim for particular average, 
except that a claim for a general average loss is unaffected by the 
conditions imposed by the memorandum or any other stipulation 
in regard to particular average. On settling the claim the under¬ 
writer is subrogated to all the rights which the assured may have 
possessed, of recovery from third parties. This right of subroga¬ 
tion holds equally good in the settlement of a total loss or a particular 
average claim. 

Thus if an underwriter has paid a total loss on a ship he acquires 
a title to the subject-matter insured, and is therefore entitled to 
any sum which may be produced by the sale of the wreck. 
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In the event of the underwriter paying for a partial loss, he is 
only subrogated to the rights of the assured to the extent of the loss 
paid. For example, if the underwriter pays a claim for a general 
average loss, such as water-damage to cargo sustained during 
efforts made to extinguish a fire on board, and more is made good 
in general average than the assured recovered from his underwriter, 
the underwriter is entitled to receive only what has been made 
good to the extent of the loss originally paid by him to the assured. 

Collision.— In conclusion of this article on Marine Insurance, we 
reproduce the first clause of the “Institute Time” and “Institute 
Voyage ” clauses, which, like the “ Institute Warranties ” (page 449), 
aie reconsidered annually by the Institute of London Underwriters. 
They were originally framed with the idea of introducing a uniform 
policy for the insurance of ships on time and voyage. 

“ And it is further agreed that if the Ship hereby Insured shall come into 
collision with any other Ship or Vessel, and the Assured shall in consequence 
thereof become liable to pay, and shall pay by way of damages to any other 
person or persons any sum or sums not exceeding in respect of any one such 
collision the value of the Ship hereby Insured, this Company will pay the 
Assured such proportion of three-fourths of such sum or sums so paid as its 
subscription hereto bears to the value of the Ship hereby Insured, and in 
cases in which the liability of the Ship has been contested, or proceedings 
have been taken to limit liability, with the consent in writing of this Company, 
the Company will also pay a like proportion of three-fourths of the costs 
which the Assured shall thci eby incur, or be compelled to pay ; but when 
both Vessels are to blame, then unless the liability of the Owners of one or 
both of such Vessels becomes limited by law, claims under this clause shall be 
settled on the principle of cross liabilities as if the Owners of each Vessel had 
been compelled to pay to the Owners of the other of such Vessels such one-half 
or other proportion of the latter's damages as may have been properly allowed 
in ascertaining the balance or sum payable by or to the Assured in consequence 
of such collision/* 

A word must be said in explanation of this important clause 
known as the “ Institute Collision Clause.” This clause covers the 
shipowner’s liability to third parties for damage done by his vessel 
owing to collision with another ship. This risk is not covered in 
an ordinary Lloyd’s policy on ship, but forms the subject of a 
separate contract over and above the contract of insurance 
itself. As a matter of fact, it is extremely unusual to find a ship 
policy without some form of the R. D. C. (Running Down Clause) 
or C.C. (Collision Clause) embodied in it, either attached to the 
policy or printed in the text. The underwriter agrees to pay, 
up to the amount of his policy, to the assured three-fourths of any 
sum the owner of the ship insured may have to pay to the owner 
of another vessel for damage caused by collision. 
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The underwriter further agrees to reimburse the shipowner 
three-fourths of any legal costs which may be incurred should a 
defence be set up to the other vessel’s claim for damages. 

Sometimes the underwriter agrees to a “ four-fourths R. D. C.” 
in place of three-fourths, that is, he agrees to pay his proportion of 
the whole sum the assured may have to pay. Damage done to 
dock walls, piers, stages, etc., is not covered under the collision 
clause. The liability for damage done is not limited to one vessel 
only; thus if the vessel insured come into collision with another ship 
and cause the second to crash into a third vessel, the first vessel, 
if found to blame, is liable for the damage sustained by the other 
two. The clause then goes on to deal with the expenses incurred 
in “ limiting liability." 

According to the Merchant Shipping Act, 1894, a shipowner whose 
vessel is found to blame for having caused loss of, or damage to, 
property and loss of life or personal injury, may limit the extent of 
his liability. According to the Act the limit is as follows— 

For loss of, or damage to property, £8 per ton of the vessels 
tonnage. 

„ „ or damage to property with loss of life, £15 per ton of 

the vessel’s tonnage. 

„ „ of life or personal injury, £15 per ton of the vessel’s 

tonnage. 

The shipowner must obtain the consent of the court before he 
can limit his liability, and such proceeding necessarily incurs costs. 

When both vessels are equally to blame for the collision, according 
to law, each vessel must bear half of the damages sustained by the 
other, as for example— 

A sustains damage to the extent of £600 and B to the extent of 
£400. Thus A is liable to B for £200 and B is liable to A for £300. 
This method of settlement is known as " cross liability/' and the 
reason why the underwriter agrees to such a basis being taken 
when adjusting a collision claim, is that the law recognises a settle¬ 
ment made on the basis of “ single liability ” only, that is, instead of 
A being liable to B and B being liable to A, as we have illustrated, 
it has been held that where two vessels are in collision and each 
is to blame, there is a common or single liability for a mutual fault, 
the damages resulting therefrom being divided equally. Thus in 
the example given, B would pay A £100, or half the difference 
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between the damages sustained by each vessel. As A would 
therefore have nothing to pay to B under a single liability settle¬ 
ment, A would have no claim on the underwriter under the collision 
clause. To avoid such a state of affairs, the underwriter agrees 
that the claim shall be settled on the basis of cross-liabilities, “ as 
if the owners of each vessel had been compelled to pay,” etc. 

As a last word to the student, we would impress upon him that 
this article is but a mere outline of some of the chief points in Marine 
Insurance, many of interest being omitted owing to the exigency 
of space, and others as not being within the province of an 
elementary handbook. If a further knowledge of the laws and 
practice of Marine Insurance is desired, there are many excellent 
text-books to be obtained on this intricate, but highly interesting 
subject, and to the study of such text-books we now leave the 
student. 

Questions 

1. Give a brief account of the history of Marine Insurance. 

2. What part has Lloyd's played in the history of Marine 

Insurance ? 

3 What is the chief Act of Parliament governing Marine 

Insurance ? 

4. Marine Insurance is a Contract of Indemnity. What does 

this mean ? 

5. If you give instructions to a broker to effect an insurance 

on goods shipped by a certain steamer, what steps would 

he (the broker) take to carry out your wishes ? 

6. What are the stamp duties required on policies of Marine 

Insurance ? 

7. Policies may be divided into several classes. Enumerate 

these, and state what each refers to. 

8. In Marine Insurance there are certain implied warranties. 

Give the meaning of this term, and state what these implied 

warranties are. 

9. Explain fully what is meant by Deviation, and give an example. 

10. What is the difference (if any) between Deviation and Change 

of Voyage ? 

11. State fully the meaning of the term “ Express Warranty.” 

Is there any difference between a Warranty and a 

Representation ? 
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12. “A Merchant who effects an insurance must have an insurable 

interest in the goods insured/’ What does this mean ? 

13. Give some examples of insurable interest 

14. Explain the following terms which occur in a Marine Insurance 

policy : “ Lost or not lost ” ; “ At and from.” 

15. Give definitions of the following terms used in policies of 

Marine Insurance: Freight; Perils of the Seas; Fire ; 
Jettison; Letters of Mart and Countermart; Barratry. 

16. What was the reason for the introduction of the Clause known 

as the Memorandum ? 

17. Mention some of the circumstances which, in accordance with 

the Marine Insurance Act of 1906, would render deviation 
justifiable. 

18. What is the effect of the Waiver Clause in a Marine Insurance 

policy ? 

19. What is the object of the Sue and Labour Clause in a Marine 

Insurance policy ? 

20. The principle of Causa Proxima is strictly applied to a contract 

of Marine Insurance. Explain this. 

21. What is “ Stranding ” ? 

22. What are the documents required by the underwriter in 

connection with a claim for total loss ? 

23. Explain the difference between Actual Total Loss and 

Constructive Total Loss, and give an example of each. 

24. State clearly the meaning of the terms “ F.P.A.” and“ W.P.A.” 

25. When goods which have been insured arrive damaged, what 

steps should the assured take ? 

26. Show, by an example, how a claim for Particular Average 

is adjusted. 

27. From the following particulars, draw up a Statement of 

Particular Average : Sound value of goods, £326 ; Value in 
a damaged condition, £214 ; Insured value, £340; Charges 
in connection with survey, etc., £5. 

28. Is there any difference in the adjustment of a Particular 

Average claim on a ship and a Particular Average claim 
on goods ? 

29. State as fully as you can the meaning of General Average. 

30. What is the effect of including in a policy of Marine Insurance 

the F.C. & S. Clause ? 
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TELEGRAPHING AND CABLING 

The subject of telegraphing, and in particular so far as it relates to 
communication with foreign countries, is of such importance that 
no student of business methods can well afford to leave it out of 
his programme. 

India, China, Japan, and the Far East generally, are the countries 
which, above all others, call for special consideration from the 
telegraph codist, 

First, by reason of the high charge made for transmission 
of cablegrams; and 

Secondly, by the fact of the enormous amount of business done 
between these countries and our own, a great proportion of which 
is arranged by cable. 

Telegraphic communications within the United Kingdom are 
known as Inland Telegrams : all other communications are known 
as Imperial and Foreign Telegrams, messages for places out of 
Europe being known as Extra European Telegrams. 

Foreign telegrams should be very legibly written on the special 
forms provided. Each cable company uses its own special form, 
which is acceptable at any post office, and the postal authorities 
also supply forms for foreign telegrams. If the special form of a 
particular cable company is used, this is taken as sufficient indica¬ 
tion of the route to be followed, but when sending the message 
on the post office form, the route should be indicated. Several 
post office wireless services have been instituted side by side with the 
cable services. 

All telegrams are charged for at the rate of so much per word, 
and particulars of these rates may be found in the Post Office Guide . 

Telegrams may be written in either plain language or code lan¬ 
guage. Plain language is that which offers an intelligible sense 
in one or several of the languages authorised for international 
telegraphic correspondence. The languages referred to are English, 
French, German, Italian, Spanish, Dutch, Portuguese and Latin. 

By telegrams in plain language is understood those which are 
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written entirely in plain language. Code language is that which is 
composed of words not forming intelligible phrases in one or more 
of the languages referred to above. 

Cypher language is that which is formed (a) of Arabic figures, 
of groups or series of Arabic figures having a secret meaning, or of 
letters, groups or series of letters having a secret meaning; (6) of 
words, names, expressions, or combinations of letters not fulfilling 
the conditions of plain language or code language. 

In messages in which the text is written entirely in plain language 
each ordinary word is counted at the rate of one word for each 
fifteen characters. In code language the maximum length of a 
word is fixed at ten characters. Words in plain language inserted 
in the text of a mixed message, that is, one composed of words in 
plain language and of words in code language, are counted at the 
rate of one word for ten characters, or a fraction thereof. If the 
mixed message contains, in addition, passages in cypher language, 
the passages in cypher are counted at the rate of one word per five 
characters or fraction thereof. If the mixed message is composed 
only of passages in plain language and of passages in cypher language, 
the passages in plain language are counted as plain language, and 
the passages in cypher language are counted as cypher language. 
Groups of figures or of letters are counted at the rate of one word 
for each five figures (or five letters) which they contain, plus one 
word for any excess. 

The transmission of telegrams by cable is subject to International 
Service Regulations. These may be obtained on application at 
the offices of the various cable companies. 

Among the codes in general use may be mentioned the A. B. C., 
Liebers, and Al. The code used by a firm is usually indicated at 
the head of its letter paper. 

These codes consist of extensive alphabetical lists of key words, 
each word having a special meaning, and before writing out a 
telegram, the matter to be telegraphed should be written out in 
full, and then words should be selected from the code that will convey 
the correct meaning. For example, the code word “ Admiseris ” may 
mean “What is the probable date of arrival at port of loading?” 

In addition to these codes many firms have private codes, the use 
of one of which will now be explained. The example is of a figure 
code, numerals being assigned to phrases, instead of words. 
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Although the method here set forth is based on the piece goods 
trade, it may be readily made applicable to any class of business. 
Cotton piece goods are merely selected as giving a wider scope for 
the display of the possibilities of a good code. 

When it is remembered that under given conditions each part 
of each word may be used in conjunction with, to an extent, every 
other part of a word, it will be readily understood that the total 
number of words possible is enormous, and vocabularies of one hun¬ 
dred thousand million words are not uncommon. 

This vast number of words is, as a rule, placed before users 
in a very small compass, sometimes only a few sheets being 
required. 

It is, of course, necessary, before compiling a telegraph code 
so to arrange your mode of business as to make it possible 
to apply the principles of telegraphing to the system in vogue. 

It is here necessary to explain some of the principles which must 
of necessity be adhered to in order to render it possible for a tele¬ 
graph code to be successfully employed. 

In the first place, in sending out patterns, or ranges of patterns, 
great care must be taken to attach some data, enabling prospective 
purchasers of the goods to cable an offer on them. 

The best method to employ, in order to enable this to be done, 
is that each lot of patterns should be accompanied by price lists. 

These price lists must be so made out that each pattern shall be 
specifically named, and where grey cloth is offered, in addition to the 
goods which the pattern is supposed to represent, full particulars 
must appear on the price list. 

There should be a margin on the left-hand side of each price list 
reserved for what is known as a sample code number. 

As soon as the price lists are made up, and all details attached, 
they should be passed to an official whose duty it is to record 
carefully the name of intended dealer, and to place in the left-hand 
margin before named, opposite each line of goods, a sample code 
number, carefully recording, in a book kept for this purpose, the 
number given and to whom. 

This sample code number is solely intended for wiring purposes. 
In this chapter a four-figure number is illustrated for the reason that 
it gives a range of 9999 numbers. 

A three-figure number would, of course, give only 999 available 
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numbers, and in the case of a large house sending out hundreds of 
patterns each mail, such a range as the latter would soon be 
exhausted, and, as a consequence, it would be more expensive to refer 
to numbers out of a previous range than it would be if the number 
appeared in the range at that time in force. 

When patterns and price lists reach their destination and the 
merchant has agreed with his different clients as to what code is to 
be used, he is ready for work. 

We will now endeavour to give a brief outline as to what a 
private code is like, and how it must be worked. It is not possible 
here to give more than a cursory idea of the contents of a large 
and effective private code. 

A few examples of the more important features should, however, 
suffice to give the student an idea of the methods adopted in 
compiling such a code, and its working. 

First of all, it must be decided what vocabulary is to be used. 
The vocabularies at present on the market are legion, each, of 
course, claiming some distinct advantage over its fellows. 

In our endeavour to be as up to date as possible, we shall base 
our private code on a vocabulary (which, for obvious reasons, 
must be nameless) which enables us to make use of twelve figures 
in one word. 

It will, of course, be understood that in making up an offer, 
which it is intended to cable, the offer must in the first stage be 
represented by twelve figures which must be converted, by the aid 
of telegraph vocabulary, into a word of ten letters, this number 
being the maximum allowed by the cable authorities. 

A private code is comprised of what are termed keys, each key 
being compiled with the idea of dealing with some particular 
branch of the wiring. The prefix or first figure of the offer indicates 
at once what is being wired about. 

On the assumption that the initial wire would be despatched for 
the purpose of offering on a sample number, it is only natural that 
the first key in the private code should be taken up for this purpose 
and the prefix figure would therefore be 0. 

In making up the word for despatch, therefore, the codist would 
proceed as follows— 

Prefix 0. 

Figures 2, 3, 4, 5, would be sample No. 
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Figures 6, 7, 8, would give quantity and shipment. 

„ 9, 10 would give price. 

„ 11 and 12 would be check figures. 

This is a key quite easy to make up, and the following scheme 
will be found effective and easy to work. 

The first care must be to see that the prefix figure is correct. 

000000000000/199999999999 12 Figures. 1 Figure Prefix. 

To give a 4-Figure Sample Number , and quote, offer, and counter 
offer in one word. 

Prefix 0 will be the Is/ figure. 

The 2nd to 5th figures will be the 4-Figure Sample Number. 
The 6th , 7th and 8th figures will be Quantity and Shipment 
from Table shown on page 500. 

The 9th and 10//* figures will be Price from Table on page 501. 
The 11 th and 12 th figures will be Check. 

This quantity and shipment table is worked on what is termed 
the addition system. This means that the figures opposite the 
shipment required must be added to the figures opposite to the 
quantity required. 

For instance, taking August as the present month, the figures 
580 would represent 

020. Shipment, Fourth month hence = December. 

560. Quantity, 14 cases or bales. 

This quantity and shipment table can, of course, easily be made 
to suit the requirements of the business for which it is intended. 

9th and 10th figures will give the price. 

This price table should be made up as shown on page 501. 

This price table can be extended to ninety-nine downwards, and 
in the columns to right as far as necessary, and can, of course, be 
made up to suit the particular business in which it is used. 

For the sake of argument we will take it that the price required 
is Uld. per yard, hence 12 would represent price. 

Assuming that the sample number is 1872 the offer so far would 
read 0187258012. 

The last two figures now to be added would be the check figures. 

Some firms risk a one-figure check; a two-figure is, however, 
considered advisable in the case of a twelve-figure word. 
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Quantity Table 

Add one of the following cyphers to the cyphers giving Shipment from 
table below. 


040. 

Blank 

520. 

12 packages 

080. 

Quantity as Indent 

560. 

14 

120. 

1 package 

600. 

15 

160. 

2 packages 

640. 

16 

200. 

3 

680. 

18 

240. 

4 

720. 

20 

280. 

5 

760. 

25 

320. 

6 

800. 

30 

360. 

1 7 

840. 

35 

400. 

8 

880. 

40 

440. 

9 

920. 

50 

480. 

10 

960 

100 


000 . 

001 . 

002 . 

003. 

004. 


005. 

006. 

007. 


Shipment Table 

Blank. 

Shipment as per Indent. 

„ ,, soon as possible. 

,, at once. 

„ 2/3 weeks. 


Shipment this month. 

„ ,, „ and 1 following month. 

,, ,, „ ,, 2 ,, months. 


008. 

009. 

010 . 

Oil. 


Shipment next month. 


and 1 following month. 
,, 2 „ months. 

„ 3 


012 . 

013. 

014. 

015. 


Shipment second month hence. 


and 1 following month. 

„ 2 „ months. 

„ 3 


016. 

017. 

018. 

019. 


Shipment third month hence. 


and 1 following month. 

„ 2 „ month*. 


3 


M 


020 . 

021 . 

022 . 

023. 


Shipment fourth month hence. 

II II II M 


and 1 following month. 

„ 2 „ months. 

.. 3 .. .. ' 


etc. 
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A 

B 

C 


1 

1 

2 

00. 

01. 

d. 

d. 

d. 

1 

2-35/64 

4-3/32 

02. 

1-1/64 

2-9/16 

4-7/64 

03. 

1-1/32 

2-37/64 

4-1/8 

04. 

1-3/64 

2-19/32 

4-9/64 

05. 

1-1/16 

2- 39/64 

4-5/32 

06 

1-5/64 

2-5/8 

4-11/64 

07. 

1-3/32 

2-41/64 

4-3/16 

OS. 

1-7/64 

2-21/32 

4-13/64 

09. 

1-1/8 

2-43/64 

4-7/S 

10. 

1-9/64 

2-11/16 

4-15/64 

11. 

1-5/32 

2-45/64 

4} 

12. 

1-11/64 

2-23/32 

4-17/64 

13. 

1-3/16 

2-47/64 

4-9/32 

14. 

1-13/64 

n 

4-19/64 

15. 

1-7/32 

2-49/64 

4-5/16 

16. 

1-15/64 

2-25/32 

4-21/64 

17. 

H 

2-51/64 

4-11/32 

18. 

1-17/64 

2-13/16 

4-23/64 

19. 

1-9/32 

2-53/64 

4-3/8 

20. 

1-19/64 

2-27/32 

4-25/64 


To arrive at the check, take the first ten figures of the word, 
place them under each other in two lines 

01 

87 

25 

80 

12 

and add up. 205 

The last two figures of the addition will be the check figures, 
the figures for the complete offer, therefore, being 

018725801205. 

These figures are then translated into a word to be telegraphed. 
The method of translating the figures into words depends on the 
vocabulary used, but the principle is as follows— 

The figures are divided into groups, and each group is represented 
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by a consonant and vowel according to a pre-arranged plan — 
e.g., in the above, the 0 might be represented by BA, 1872 by DE, 
580 by CO, 12 by SI, and 05 by FU ; consequently the word would 
be BADECOSIFU 

As the person to whom this word is telegraphed is in possession 
of the same code, the task of decoding is very simple. 

The Chief Cables. Nearly all the submarine cables are owned 
by English companies. The chief exceptions are the cables between 
France and New York, Denmark and Edinburgh, Germany and 
England, the United States of America across the Atlantic and to 
Mexico and South America. The company with the greatest length 
of cable is the Eastern Telegraph Company, which links up London 
and Spain, Portugal, Malta, Alexandria, Suez, Aden, Bombay, 
Madras, Penang, Singapore, China, Java, Australia, and New 
Zealand. 

The following are some ol the important submarine cables— 

(i) Atlantic [North), mainly British. 

[a] S.W. of England, Cape Clear, Valentia Bay to Trinity 
Bay (Newfoundland) and Halifax. Halifax to New York 
and Boston, and the Bermudas. 

(b) Brest to Miquelon. 

(ii) Atlantic [South). 

[a) Lisbon to the Azores. 

[b) Lisbon, Madeira, Cape Verde Islands to Pernambuco. 

[c) Lisbon, Georgetown, Morant Point (Jamaica), Havana, 
and Cape Romano (Florida) are connected. 

[d) Lisbon to Rio Janeiro and Buenos Ayres. 

[e) Lisbon, Canaries, St. Louis, Freetown, Lagos, Loango, 
Capetown. 

(/) Vera Cruz to San Antonio. 

(iii) Mediterranean. 

[a) Cables with numerous offshoots run through the 
Mediterranean along the Northern coast of Africa,and down 
the Red Sea to Aden and on to Bombay. 

[b) Madras to Singapore; Cochin China, Tong King, 
Hong-Kong, Shanghai, Japan, Vladivostok. 

(c) Java to Broome and Port Darwin (overland telegraph 
to Adelaide and on to Sydney). 

(d) Sydney to Wellington. 
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{e) Aden, Zanzibar, Mozambique, Lorenzo Marques, 
Durban. 

(/) Zanzibar to the Seychelles and Mauritius. 

(iv) Pacific. 

[а) Valparaiso with the ports to the north of it as far as 
Tehuantepec. 

(б) Vancouver. Fanning Island, Fiji, Norfolk Island, 
Sydney, Auckland. 

(c) San Francisco, Guam, Manilla (future cable). 

(d) Hervey Bay (Queensland) to New Caledonia. 

(v) Various . 

(a) North Sea—connection of British North Sea ports 
with those of Scandinavia, Denmark, Germany, and Russia 
(Newbiggin to Libau, thence to Shanghai, Hong-Kong, 
Singapore, and Port Darwin—this route is important). 

(b) Connection of London with Lisbon. 

(c) Odessa to Mediterranean system 

Questions 

1. What do you understand by (a) Plain Language; (b) Code 
Language ; (c) Cypher ? 

2 What means are adopted by merchants to reduce the cost 
of telegraphing to places abroad ? 

3. Give a short description of a private code and how it is used. 

4. Name some of the important submarine cables. 



CHAPTER XXVIII 


EXPORTING 

In this chapter a description is given of the general methods 
employed in the conduct of export business, and for convenience, the 
purchasing, selling and shipping of piece, e.g. Cotton, goods will for 
the most part, be considered, though the reader will understand 
that the general principles are the same no matter what class of 
goods is being shipped. Manchester is the centre mainly devoted 
to the shipping of piece goods, although, of course, London, Glasgow 
and other places take their share of the enormous volume of trade 
carried on between the British Isles and practically every portion 
of the civilised world. 

Although a few of the large shipping houses confine themselves 
to one branch only of this huge trade, many of the houses, in addition 
to the shipping of greys, whites, prints, dyed and fancy goods, also 
deal in woollens or Yorkshire goods, machinery, hardware, etc. 
All these different departments are, however, worked on the same 
lines, the only difference being that where risks are greater the 
margin of profit must be larger in order to provide for allowances 
which have to be made, and which are not unusual. 

Each of the departments is usually controlled by a head man 
who is termed a “ Buyer,” and whose duty it is first to find the 
trade, and when the trade is found, to purchase the goods on such 
terms as will, when the transaction is completed, cover all charges, 
working expenses, etc., and leave something over with which to pay 
a dividend at the end of the year. 

In endeavouring to obtain a share of the world's trade these 
buyers must know their markets, and great care must be used in 
sampling each market with suitable goods, as vast sums of money 
are wasted every season through indiscriminate sampling. More¬ 
over, dealers are more impressed with a small and neatly got-up 
range of patterns of goods suitable for their particular market, than 
they would be with a more extensive range which must of necessity 
include a large percentage of material of no interest to them. 

It may here be stated that whereas some firms undertake trade 
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in their own particular line in all parts of the world, others specialise, 
that is, they devote the whole of their time and attention to a 
particular market. The latter method is becoming more and more 
general, and in fact many of the bigger houses have their premises 
divided into sections, as for instance, India Section, China Section, 
South American Section, and the men engaged in each department 
have nothing to do with any other branch. 

Sampling. —A short description of the methods adopted by a 
merchant in sampling the trade is now given, and in order to make 
the matter clearer, the reader should keep in mind that when the 
term " Merchant ” is used it refers to the shipper in this country, 
and the term “ Dealer ” is used when speaking of the customer 
abroad. 

As previously stated, a thorough knowledge of what is required 
by the particular market is most essential. With the knowledge 
available, the merchant proceeds to get up a range of patterns for 
submission to the prospective customer. The merchant, or his 
buyer, has probably some indication of what is required in the 
shape of patterns received from abroad, and if so, he must look 
round and endeavour to find the actual maker, and see if the manu¬ 
facturer is willing to give him samples of the particular cloth. The 
maker may, of course, say that for this particular cloth he is confined 
for this market to a competitor, A.B. In this case, the merchant, 
being determined to make a bid for the trade, must make an analysis 
of the cloth and get some other maker to support him by making 
a sample piece in imitation. When this is successfully done, the 
patterns are prepared and mounted, and it is time to go into the 
question of prices. 

Calculating Prices. —The buyer or manager of the department 
so far merely knows what the cost price of the cloth is. He has now 
to consider the market for which the goods are intended, and what 
charges must be added. The work of calculating these charges is 
usually done by a clerk who is thoroughly acquainted with the 
various methods of charging. In the present case, we will assume 
that what is known as a C.I.F. quotation is required, to obtain which 
the buyer gives the clerk particulars of the cloth, loco price, number 
of pieces per case, outside measurements of case, port of delivery, 
and the name of the prospective customer. The clerk then works 
out a C.I.F. price, and informs the buyer the amount he must add 

33 —( 148 *) 
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to his loco price to cover all casing or baling charges, discounts, 
commissions, dock and transport charges, freights, etc. 


An ordinary C.I.F. price would be worked out as follows— 

£ s. d. 

White Twills, 150 pcs. 27 0 x 18 yds. @ 


2/5J per pee. 

.. 18 

8 

9 

Case 

.. 

9 

6 

Patterns 



5 

Freight 


4 

9 

Bill of lading 



6 

Insurance 


1 

3 


19 

5 

2 

Commission @ 7J % 

1 

8 

11 


20 

14 

1 

Less discount, 2J % on £ 18 8s. 9 d. 


9 

2 


150)20 

4 

11 (2s. 8 4d. 

Divide £20 4s. lid. by 150, i.e., no. of 

pieces. 

The price per 

piece C.I.F. 2s. 8 - 4d. 




As soon as this price is ascertained, a price list can 

be made out 

and despatched along with patterns. 




On the C. & F. Basis, the price per piece would work out— 

Loco price of Goods 

.. *18 

8 

9 

Case 


9 

6 

Patterns 



5 

Freight 


4 

9 

Bill of Lading 



6 

Commission 

.*.* 1 

8 

11 


20 

12 

10 

Discount 

•• 

9 

2 


150)20 

3 

8(2s. 8*29d 

The price F.O.B. would be calculated as follows— 

- 


Loco price of Goods.. 

.. £18 

8 

9 

Case 


9 

6 

Patterns 

. . 


5 

Commission 

1 

8 

6 


20 

7 

2 

Discount 

•• 

9 

2 


150)19 18 

0(2s. 7*84d. 


The various terms on which goods are sold are given in Chapter 
IX, but in order to show the methods of working, we give on next 
page several examples showing how calculations for charges are 
arrived at. It must be understood, of course, that these calculations 
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refer to charges only, and that the prices of the goods themselves 
must be added. 


F.O.B., 5 Cases Flannelettes to Talcahuano (Chili), 

6,128 yards. 

5 Cases, ea. 20 trusses of 6 pcs. = 120 pcs. 

Packing .. .. .. .. .. £3 11 0 

Carriage to Liverpool and Shipping 

Charge .. .. .. .. 14 6 

Pattern Cards (and cloth for patterns) 13 9 

Tickets .. .. .. .. .. 13 


F.O.B. = 3 ^d. p. yd. £5 10 6 


C. A F., 5 Bales Quilts to Rangoon. 

Each 120 = 600 Quilts m parcels of 6 Quilts. 

Freight (u), 40/- and 10 % .. .. 3 15 

Shipping Charge . . . . . . 5 0 

Packing . . .. . . .. .. 1 16 3 

Tickets .. .. . . .. .. 9 0 


C. & F. = 2/ ri d. p Quilt. £5 11 8 


C.I.F., 5 Bales Grey Shirtings to Djibouti. 

Ea. 20 pcs. = 100 pcs. 

Carriage and Freight . . . . .. 13 2 

Shipping Charge .. . . .. 13 

Packing . . .. . . . . . . 10 5 

Insurance . . . . .. .. 3 6 

Stamping and Stitching .. .. 19 

Patterns .. .. .. .. 10 


C.I.F. = 5d. p. pee. £2 1 1 


Indents. —Another method of obtaining business, and one which 
is often adopted, is for a traveller, say in India, to get some dealer 
who is interested in his patterns to give him (the traveller) what is 
known as an Indent, which practically means a firm offer to send 
home, for reply by wire or mail. The Indent form is duly signed by 
the dealer and gives all particulars regarding dimensions, quality, 
make-up, shipment required, etc., and states the price which the 
dealer is willing to pay. On the arrival in this country of the 
Indent, the merchant obtains from the makers prices for the goods 
partic^arized on the Indent. If the goods have to undergo any 
process, the merchant obtains from the bleacher, dyer, or printer, 
as the case may be, the price at which this work can be done, and 
having gathered all his particulars together, and by calculation 
arrived at the price required for the cloth, he will, in the event of 
his being able to accept the price offered, wire acceptance of the 
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order. Much more frequently, however, it is necessary to counter¬ 
offer, owing to the price stated on the Indent being one that is not 
at all likely to be accepted. As a matter of fact, the offer frequently 
passes over the wires three or four times before the order finds its 
way into the order book. 

An Indent Form is usually worded as follows— 

Indent No._0747_ Bombay, _ 22nd Dec., 19_ 

Messrs_ Campbell & Co _ 

BOMBAY 


Dear Sirs, 

I/We the undersigned hereby authorise you to forward the i nowing indent to Missrs. 
Ellis, Bowdkh & Co., Merchants, Manchester (they always being treated by me/us as selling 
merchants and principals and not as agents), upon the terms herein stated. 

In case of any dispute as to inferiority of quality, time of delivery or otherwise, the same is to 
be referred to the arbitration of two Surveyors (one to be chosen by each party) and if these cannot 
agree, that of an umpire, the decision so arrived at to be final and the expenses of survey to be paid 
by the losing party. Should the allowance so granted be equal or less than that which you may have 
offered me/us amicably previous to the survey, the fees are to be paid by me/us. 

All claims and disputes respecting the goods to be made and settled within one month after 
their arrival, failing which the same are to be considered withdrawn. 

Payment for the goods at the rates mentioned below to be made by me/us in cash at the current 
rate of exchange of the day on London or by approved demand bills on London and delivery of the 
goods to be taken immediately on arrival of steamer, failing which you are at liberty at any time 
thereafter without notice to me/us to dispose of them by public auction, private sale or otherwise 
and recover from me/us any loss that may arise upon such resale and 1/we bind myself/ourselves 
to make such loss good to you with interest up to date of settlement. In the event of said goods not 
being paid for and removed by me/us as aforesaid, they will be at my/our risk, and no claim for 
damage of any kind or inferiority of quality to sample shall be subsequently made by me/us or allowed 
by you or your Manchester firm. 

I/We agree to pay interest at the rate of 6 % on Sterling Account for the first four months, after 

which the rate is to be increased to.and on Rupee Account I/we agree to pay interest 

at the rate of p %. 

I/We buy the goods on F.B.H. terms, i.e., goods delivered on board the steamer in Bombay 
Harbour, and I/we authorise you to land and warehouse the same for my/our account, I/we being 
responsible for import Duty, Landing Charges, Dock Dues, Warehouse Rent and incidental expense. 

The date of delivery in Manchester to count as shipment, but a week's delay in shipment not 
to cancel the Contract. In case the goods are shipped prior to the date agreed upon I/we agree to 
accept the shipments with a corresponding extension of delivery if required or allowance of interest 
at 5 % per annum for the period the goods are shipped prior to the time stipulated. The goods to 
be shipped by steamer or steamers under Contract with the Native Piece Goods Dealers Association, 
and each shipment to be considered a separate contract. 

In case of any accidents, unforeseen events or strikes happening, or your inability to obtain the 
goods or any portion thereof, or of the goods being lost by the perils of the sea or otherwise, I/we 
hold you free from any responsibility for non-delivery of the goods. I/we also hold you harmless of 
the consequences arising out of any mistake or omission in transmitting this order by telegraph. 

If stamping, ticketing, design, printing, assortment, or any other necessary instructions should 
not be submitted in time to enable you to ship as stipulated, or if they should prove objectionable, 
wholly or partly, you are authorised to use your own discretion as regards any or all of same. 

In case of war, threatened war, or when you deem it expedient or necessary, you have the right 
to insure against War Risk on my/our account, and I/we agree to defray all extra charges incurred. 

Any writing in vernacular except the signature of my/our name is not binding on you. 

This order to remain in force for-_ 8 days after receipt _____ 


Shipment- in January _ 

Quantity—5-each contg. 50_pcs_ White Shirtings. 

Width 34*_Length_40_yds._ 
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Quality 

Finish 

and 

Work 


_ Same as s/5046_ Code A /5064 


Designs_ 

Heading_ printed _ 

Borders_ 

Make-up ( _5 pe. paper parcels 

Fold (_ 


Ticket 
Stamping, J 

etc. 


Jo follow _ 


Price_7s per pee. F.B H less 2 %_ 


Wired for in T. No_Accepted in T. No_ Jamsetjee & Boola __ 

Remarks__ 

The Indent, it will be observed, gives all particulars of the goods 
required. If, as a result of letters by mail, or, as is more frequently 
the case, the order is eventually booked by wire, then the dealer, 
or the agent or manager on the other side usually sends a further 
Indent giving all details and particulars of the goods, as well as the 
prices at which the goods have been purchased. This Indent is 
signed by the purchaser, and is usually termed a “ Confirmatory 
Indent." These Indents should be carefully filed away, as they 
form the basis for wiring further prices. 

Sometimes the Indent is forwarded direct by the foreign buyer to 
the merchant in this country without the intervention of a traveller. 
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Let us suppose that the following Indent is received by the home 
buyer and see how he would deal with it. 

s. d. 


500 

32* 25 yds. 

Striped Flannelettes, plain 

3$ per yard 

200 

28*40 


M | p 

,, 

2j 

M 1 9 

200 

28* 40 


ft 9 9 

Twill 

2J 

99 9 9 

50 

42* 70 


Black Cashmere 




50 

42* 70 


„ ,, 


Hi 


1,000 

31* 12 


White Nainsook.. 

!! 2 

6 

,, piece 

1,000 

31* 12 


Coloured ,, 

2 

6 

9 9 99 

200 

36* 12 


White „ 

4 

0 

99 99 

200 

36* 12 


Pink ,, 

.. 4 

0 

99 9 9 


On receipt of this Indent the buyer would obtain from the various 
makers their prices for the goods, and the time required for their 
delivery, and on receipt of these particulars he would place his order 
with the firm offering the best terms. In the case of proprietary 
goods, e.g., Sunlight Soap, Bovril, Colman’s Mustard, etc., there 
is no question of obtaining competing prices, but the order will have 
to be placed with the particular firm whose goods are specified. 
Heavy goods, such as iron girders, boilers, etc., are usually bought 
from catalogues, as it is of course impossible to obtain samples of 
this class of merchandise. 

As another example, suppose that an Indent is received for a 
quantity of shawls for shipment, say to South Africa, and that four 
firms, Scotch, Lancashire, German and Italian are submitting prices 
and samples, and that these prices and quality of the goods are equal. 
Before deciding where to place the order, consideration must be 
given to the various trade and cash discounts, cost of carriage to 
the docks at, say, Glasgow, Birkenhead. Hamburg or Genoa; 
whether the prices quoted are for goods F.O.B., or F.A.S., or free 
to docks only. It would also be necessary to consider whether a 
C.I.F. quotation would work out cheaper than F.O.B. plus the cost 
of freight, the chief aim being, other things being equal, to buy in the 
cheapest market. 

Status Enquiries —Before business is booked with any foreign 
house it is necessary that the strictest enquiries should be made as 
to the financial standing of the house. It is usual for a firm or a 
dealer when approaching a merchant with a view to opening an 
account, to give the name of one or two banks through which 
enquiries may be made. At least one such bank should be known 
to the merchant and should be one in which he has the utmost 
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confidence. Referring to this question of finance, the dealer, 
who approached the merchant with a view to business, would 
write somewhat as follows— 

Bombay, 

21s/ Dec., 19.. 

Dear Sirs, 

We shall be pleased if you will kindly inform us whether your 
firm is fully represented in this market. If not, we shall be pleased 
if you will forward to us patterns of the various cloths which you 
consider are suitable for this market, together with your lowest 
quotations and best delivery dates. 

We may state that we have been for many years importing all 
classes of Manchester goods, and feel sure that if you decide to 
entrust your business to us it will result in our mutual benefit. 

In the event of your deciding to trade with us, you may apply to 
the following banks for any information as to our respectability 
and financial soundness. 

Waiting your favourable reply, 

We are, Yours faithfully, 

To which the merchant would reply— 

Manchester, 

Jan., 19.. 

Dear Sirs, 

We are much obliged by your favour of 21st Dec. last, and after 
due consideration have decided to try and do business with your 
firm, in the event of enquiries regarding your financial standing 
being to our satisfaction. 

We have given all our departments instructions to sample you 
freely with any patterns which they think may be of interest to you. 

You may rely upon it that we shall give you the fullest possible 
support, and we trust that these negotiations will result in an 
extensive and profitable trade being done for our mutual benefit. 

Yours faithfully, 

Should the merchant be inclined to make business arrangements 
with the dealer cr firm, he would ascertain the financial standing 
as well as the moral reputation of the firm, namely, the reputation 
for carrying out business obligations in an honest, straightforward, 
and businesslike manner. 
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The merchant would inquire of his banker who would, through 
confidential communication with the bankers of the other firm, 
furnish a report on these points which would enable a decision to be 
reached as to the wisdom of opening business relations. The report 
being satisfactory, a letter would be written by the merchant to the 
dealer expressing his willingness to enter into business relations. 

Contracts. —As soon as the dealer offers a price which the mer¬ 
chant can accept, a contract has to be arranged with the manu¬ 
facturers of the cloth. The buyer in the employ of the merchant 
will meet on the Exchange the salesman employed by the manu¬ 
facturer, and they will decide upon a price to be paid for the cloth. 
The buyer will then make out a Contract Note which will be sent to 
the manufacturer for acceptance. 

Manchester, 

15th Jan., 19.. 

Messrs. Dickinson & Brown. 

We have this day purchased from you the undernoted goods. 
Please invoice for Order No. C. 68, 1,000 pcs. 41 in. 100 yds. To 
count 76 X 80 to the inch and to be made from 36/40 actual yarns. 
The cloth to be well made and free from faults. 

As these goods are for shipping grey, please see that they are kept 
clean. 

Price 25s. per piece. 

Terms 2|% cash in 7 days. 

Delivery. Complete 8 weeks. In lots of 250 pcs. 

In the meantime, the merchant will have entered into a contract 
for the bleaching or the printing of the cloth, as the case requires. 
A bleaching contract form should be made out as follows— 

CONTRACT FOR BLEACHING 

No_762 _ 

To_ The Bleaching Co., Ltd _ 

Lot W_6_ 

We have bought the following Grey Cloth for Bleaching : 


No. of Pieces_200_Width_36'_Length_75 yds _ 

Description_ Shirtings _Delivery Grey_25 th Jan., 19.._ 


We offer you the Bleaching and Finishing of above Goods at_ 13 d. K 

per_-.40 yds _for return in_4 ueeks _ 

It is to be distinctly understood that you hold the Cloth 
covered for us against risk of fire whilst in vour possession, 
and until returned to our care and keeping 


PLEASE SIGN AND RETURN THE ANNEXED SLIP 
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CONTRACT FOR BLEACHING 

No. W_762 _ 

Lot_6_ 

We herewith accept your Bleaching Contract No. W_762_and 

guarantee to return the goods therein named within_4_weeks from date 

of receipt of Grey Cloth. 

We undertake to hold the Cloth covered for you against 
risk of fire whilst in our possession, and until returned to 
your care and keeping. 

(Signed)_ The Bleaching Co., Ltd . 

_28 th Dec., 19.. /. G. 

A cloth printer's contract is as follows— 

CONTRACT FOR PRINTING. 

Contract No. P 6197_ Lot No. 480_ 

__200_Pieces 31_ins_147_yds. Price @ 3/4 per yd. 

Finished width_28_inches full. 

Finish as_ Pure as pattern _submit sample 

Designs, Colours and Work as Patterns sent, or Patterns to be sent. 

Assortment_ to follow _ 

Grey Cloth ready_6/8 weeks _ 

Goods to be returned to us finished in_5/6_weeks after receipt of 

Grey Cloth. 


1 new design to be engraved as sketch herewith _ 

_ Sketch to be returned _ 

_ Work and colours to be as before as shown by Contract No. 


It is to be distinctly understood that you hold the Cloth 
covered for us against risk of fire whilst m your possession, 
and until returned to our care and keeping. 

PLEASE SIGN AND RETURN ANNEXED SLIP 

Lot No._ 

Contract for _Order _ 

_herewith accept your_Contract No_ 

for_and guarantee to return the goods 

therein named to you in_weeks after receipt by us of 

the Grey Cloth. 

We undertake to hold the Cloth covered for you against 
risk of fire whilst in our possession, and until returned to 
your care and keeping. 

Signed_ 

Note. —Majority of printers refuse to be bound by contract. 
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In arranging all these matters great care must be taken that the 
contracts are made to fit in with the date the goods have been 
promised for shipment. The question of shipment date is most 
important, especially if the goods are required for the Indian 
markets. India attaches greater importance to the shipment date 
than does any other country, and special terms are usually agreed 
upon to deal with the matter. No goods which are in any way late 
may with safety be shipped without special permission to do so 
having been obtained from the dealer, and special regulations are 
drawn up dealing with the question of cancelments and allowances 
in the event of goods being late. 

The rules at present in force with India are as follows— 


Bombay . 

No days of grace. 

Madras 

By arrangement between contracting parties. 

Delhi 

10 days of grace. 

Karachi 

No days of grace. 

Amritsar . 

By arrangement between contracting parties. 

Cawnpore . 

10 days of grace. 

Calcutta . 

No days of grace. 

Rangoon . 

No days of grace. 


The date of the Bill of Lading is usually taken as the shipment 
date, and care must be taken to have this document dated within 
the time prescribed. 

Making Up and Packing.— In the calculation of costs, those for 
making up, packing, casing or baling charges are most important. 
All piece goods have to be made up, that is, folded, tied or taped, 
marked, numbered, and ticketed in exact accordance with the 
contract, and a mistake in any of these details is a serious matter. 
Some of the large merchanting houses have a staff of men and the 
necessary plant to do the making up, but the majority of firms prefer 
to entrust the making up to the large packing houses which make a 
speciality of this class of work. 

When the goods mentioned in the indents are ready for delivery, 
they will be forwarded to the warehouse of the merchant, who 
examines them to see that they are in accordance with the par¬ 
ticulars ordered. If they are found to be correct they are ready for 
making up and packing. 
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Piece Goods for shipment are usually packed in bales or cases, 
according to the market for which they are intended. If the pack¬ 
ing is not done by the merchant's own staff, he must arrange with a 
firm of packers to undertake this work. Goods that are regularly 
shipped to a market are generally packed in a uniform way, and as a 
rule a packer can tell how many cases will be required, if he knows 
the number of pieces and the market for which they are destined. 
If, however, a shipment consists of a miscellaneous collection of 
goods, these should be piled in the warehouse as compactly as pos¬ 
sible in the position in which it is desired they should be packed. 
The packer then measures the length, width, and depth, notes the 
measurements in his note-book, and gives instructions for cases 
or bales of the correct size to be made. 

When the packing is completed it is necessary to mark the 
packages so that they can be identified. The marking is usually 
done by means of tin stencils and ink. The stencils are placed 
on the package and the ink applied by means of a short stiff brush. 
The .markings usually consist of a geometrical figure, e.g., a rect¬ 
angle, a diamond, a triangle, etc., with the initials of the firm to 
whom the goods are being shipped, placed inside, with the name of 
the port of destination, and the number of the packages placed 
outside. 

The following are specimen markings— 


1/20 


J. & Co. 



1/2 



Calcutta 


Bombay Buenos Aires 


The next step is to despatch the packages to the docks. When 
it is known that goods will be ready for shipment on a certain day, 
it is advisable to make arrangements with the steamship company 
to reserve sufficient space in the vessel, in order that there may be 
no chance of the goods being shut out. This is very important, 
especially when trade is brisk, as it frequently happens that 
packages sent for shipment by a certain steamer are shut out owing 
to there being insufficient room, and as has been pointed out, this, 
in the case of goods for India, may be a very serious matter. 

Despatching the Goods. —We will now deal with the procedure 
necessary— (a) When goods are sent from an inland town to the 
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port of departure ; (b) When packages are forwarded by the supplier 
to the port of departure; (c) When packages are sent from the 
shipper’s warehouse to the dock, and he attends to the shipment 
without the assistance of a shipping agent. 

(a) In the first case, the packages arc forwarded by rail or road 
in the usual manner, the goods being consigned to the agent of the 
steamship company at the port of departure. The agent will, for a 
small commission of so much per package or so much per ton, take 
charge of the goods on arrival, see that they are placed on board, 
take out the bills of lading, and pass the Customs specifications. 
The shipper should, of course, advise the agent of the dispatch of 
the goods, and give him all the necessary particulars to enable him 
to satisfy the Customs authorities. 

The following form of advice is frequently used. 


STEAMER GOODS ADVICE 


John Sutton & Son, 

Grimsby. 


.. Manchester , 15/A Jan. 19.. 


Gentlemen, 

We beg to advise having this day forwarded to your care, per L. & 

N. E. Railway Carriage 1 _ forward _the undermentioned Packages, 

which please ship per first Steamer, in accordance with particulars given 
herein. 

Yours respectfully, 

Horridge, Schwann dv Co. 


1 Say whether Carnage Paid or not. 


Marks. 

Nos. 

1 Bales . ' 

or Pieces. Yards. 

, Cases. | 

Description 
of Goods. 

Net , 
Weight. 

Gross 1 

Weight. I 
Cwt. Qr. Lb. j 

Value. 

Consignee. 


# 5<>/7 

1 

' 2 Bales 

each 20 1000 

Dyed 

lbs. 1 
330 

3 


! 

11 

1 

| 

23 fill 

Hartrodt & Co. 
Hamburg 
for order of 
Messrs. Blum 
& Co., 
Frankfurt 
afM. 



* ( j 

All Charg 
Please insu 

es font ,J 
re each | 

ard. 

Bat 

\ 

e for 

1 

£30 | 

1 




(6) We will now assume that a supplier has advised the shipper 
that certain goods are ready for despatch. The shipper forwards 
to the supplier instructions in terms similar to the following— 
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Manchester _19.. 

Messrs. James Brown & Co. _ 

Send forward your goods to the order of Messrs. King & Co., 

14 St. Mary Axe, London, E.C.3 

For shipment per ss. " Umtata/’ loading in East India Dock, Blackwall, 
marked— 

1234/5 

Natal 

On no account must other than the above numbers be used. 

If more are required, apply to us. 

Advise consignees of contents and value and gross weight of each package. 

_ 2 _Copies of invoice to Manchester. Each copy to have all trade 

and cash discounts deducted in ink in the same hand or typewriting, and must 
also state gross weight and measurements of each package. Invoices rendered 
otherwise will be returned, and supplier held responsible for any loss or fines 
caused by delay in clearing Customs owing to absence of documents. 

The Order No. and Indent No. must be shown on all invoices, and the 
invoices must be accompanied by two certificates of origin on the regulation 
form, stating the net value. 

Please distinctly note on invoices, alongside the total amount, whether the 
goods are carriage forward, carriage paid, F.O.B., or F.O.R. only. 

If the carriage to port is paid by the suppliers, the amount of such carriage 
must be stated at the foot of the invoice and certified by the firm’s signature 
If this is omitted, we shall be compelled to debit you with duty on the amount 
of the carriage. 

Richard Capell & Sons. 

The goods having been duly despatched to the steamer and the 
invoice forwarded to the shipper, an advice would be sent by the 
shipper to Messrs. King & Co., giving the marks and numbers of 
the packages, contents, gross weight, value, and town of destination. 
A slip would also be attached to the advice note giving the necessary 
consignment instructions as follows— 

Consign to William & Sons, 

Durban, Natal, 

One copy Bill of Lading direct to consignees. 

_ 3 _copies of Bill of Lading and_ 3 _copies 

of Freight Accounts to our Manchester address. 

Messrs. King & Co., would clear the goods outwards, and pay all 
dock dues and also all charges for carriage on goods sent carriage 
forward, debiting the shippers on the freight account with the 
amount paid on their account. 

When the shipment is completed, the agent will forward to the 
shipper a Freight Note containing the particulars of the agent's 
charges. A specimen of such Freight Note is given. 
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Liverpool, June 15 th 19.. 

Messrs. T. Brown & Sons., Ltd. 

Dr. to Freight, etc., per s.s. “ City of York,” for Bombay. 


ZtL i 

Tons. 

Weight, 
cwts. jqrs. 

[Measurements.! Rate of 
fbs Ft. | Iii. | Freight. £ s . d. 

W.H. (S' s.i 

K ; 

Bombay — 12 Bales 
81/92 ! 

Carriage . .. 
Cartage .... 
Dues . 


1 

i 

176 

: io 

... i.... 

— ; 25/- 6 10 0 

% Pr image 13 0 

! B/Lading . . 
Commission 



I 

0 

o 


; 

! 

£7 7 0 


Enclosed please find one set Bills of Lading for the above, which 
we trust you will find in order. 

Oldham & Co., 

Ship Brokers, 

Liverpool 

Although the charges made by shipping agents are very small, 
some shippers prefer to attend to their own shipments. In this case, 
the procedure is somewhat different from that described in the 
preceding paragraphs. 

(c) Let us suppose we have a shipment of two cases of machinery 
from Liverpool to Bombay. As soon as the packages are despatched 
to the dock an advice giving particulars of the cases is sent to the 
wharfinger. The advice reads as follows— 

ELLERMAN LINE OF STEAMERS 

“HALL” LINE 

No. 29_ Liverpool, _14 th Dec _19- 

From_ Johnson Bros - 

For Shipment by the Steamer_ 

* f _ Walton _ Hall,” for Bombay (via Birkenhead and Suez Canal). 

Note.— Each package must be marked by Shippers with 
port of destination. 

2 Cases Machinery 


1/2 

Bombay 

Gross weight 9-2-12 

Note. —Gross weight and contents of Packages must be given in all cases, 
and all Pieces and packages weighing 30 cwt. and over must have the gross 
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weights marked on them, and the said separate weights must also be declared 
on the Shipping Notes. If Shippers fail to give these particulars, they \wll 
render themselves liable for all consequences. 

ELLERMAN LINE OF STEAMERS 

“ HALL ” LINE 

Manchester, Liverpool and Bombay Steamers. 

No_ Liverpool, _14 th Dec. 19 

Received from_ Johnson Bros. _ 

for Shipment (provided there be room) on boaid the Steamer "_ Walton _ 

Hall," for Bombay (via Birkenhead and Suez Canal), subject to the following 
conditions, in addition to those indorsed hereon, namely— 

That the freight is due on Shipment, and that no Bills of Lading be signed except those specially 
printed for these Steamers (to be purchased only from Meredith, Ray & Littler, 49, King Street), 
which Shippers agree to furnish and accept. The Goods while on the Quay m Barges or elsewhere 
awaiting shipment to be at Shippers' risk, and all risk of river craft, lighterage, fire, and flood to be 
borne by the Shippers. The Company are not responsible for any insufficiency in strength of 
Packages nor for the breakage of Glass, Casting, or other fragile articles, nor for leakage or breakage 
of Packages containing Oil or«ither liquids, however caused. The Shipper by using this note assents 
to all its terms and conditio s, whether written or printed. 


2 Cases Machinery 



Bombay 

Gross weight 9-2-12 

Wharfinger. 

This Receipt is given and accepted on the express understanding that the 
production thereof shall of itself be sufficient authority to the Shipowner to 
deliver up Bills of Lading to the persons presenting it, and under no circum¬ 
stances shall the Shipowner be bound to deliver Bills of Lading or to account 
for the goods to any person other than such persons as shall present this 
Receipt. 

When the goods mentioned in this Shipping Note arrive at the 
dock the wharfinger signs the note, which answers the same purpose 
as a “ Mate's Receipt." The shipper would arrange either to call 
at the office of the wharfinger for the signed note, or have it returned 
to him by post. 

Bills of Lading. —The Bills of Lading may now be made out. 
The form of Bills of Lading differs, each particular company having 
its own form, which is obtainable either from the office of the 
steamship company or from certain commercial stationers. Bills 
of Lading are extremely important documents as, when signed, 
they are an acknowledgment of the receipt of the goods mentioned 
therein. They are usually made out in sets consisting of from two 
to six copies, according to requirements. Very often, however, 
a set consists of three stamped copies and one plain copy. The 
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stamp required is a sixpenny one, which must be impressed before 
the Bills of Lading are signed. Where three stamped copies are 
used, one copy is forwarded to the consignee by the first mail, the 
second is forwarded either by the boaf carrying the goods or by the 
next succeeding mail, and the third is retained by the shipper in 
case of emergency. The plain copy is kept by the captain of the 
ship or by the steamship company. (Procedure is different when 
shipping documents are hypothecated. See later.) 

Bills of Lading contain the name of the shipper, the name of the 
ship, sometimes the name of the captain, the number of packages, 
the name of the port to which the goods are being shipped, the 
name of the consignee, and the date. In the margin, particulars 
are given of the number of packages, their contents, marks and 
numbers, and the amount of freight. 

Although space is reserved on the Bills of Lading for the name of 
the consignee, they are frequently made out “ unto Order ” in 
which case they require endorsing before being negotiated. When 
completed, and the amount of freight payable is arrived at, the 
Bills of Lading are taken to the offices of the steamship company, 
together with the signed shipping note. Here they are compared 
with the steamship company’s books, and the freight calculations 
are checked. If everything is in order, a representative of the 
steamship company signs them and returns them to the shipper, 
usually on payment of the freight, although arrangements are often 
made for the freight to be paid monthly. A Specimen Bill of Lading 
is shown, and the reader should study it carefully in order to 
understand exactly what is the liability of the shipowner. 

Hague Rules. —These comprise a set of rules relating to Bills 
of Lading, drafted in the first instance at the Hague Congress in 
1921, and adopted in a modified form by the International Bills of 
Lading Convention, held at Brussels in 1923. The United Kingdom 
was the first signatory to ratify the Convention, by passing the 
Carriage of Goods by Sea Act, 1924, in which the Rules appear as 
a schedule and are made to govern all outward and coastal Bill of 
Lading shipments from the United Kingdom and/or Northern Ire¬ 
land. The Rules define maximum immunities and minimum liabili¬ 
ties to be assumed by sea carriers in regard to the loading, handling, 
stowage, carriage, custody, care, and discharge of cargo to the 
shipment of which the Rules apply. 
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As regards the 1924 Act, the absolute implied warranty of sea¬ 
worthiness of the ship is nullified: by the Rules it suffices if the 
carrier exercises due diligence (a) to make the ship seaworthy; (&) 
properly to man, equip, and supply the ship; and (c) to make the 
holds, refrigerating and cool chambers, and all other parts of the 
ship in which goods are carried, fit and safe for their reception, 
carriage, and preservation. 

A Bill of Lading must be issued to the shipper showing, inter alia 

(a) the leading marks and numbers of the packages, or the quantity 
or weight, as furnished in writing by the shipper; and ( b) the 
apparent order and condition of the goods. Such Bill of Lading is 
prima facie evidence of the receipt by the carrier of the goods 
described. The shipper is deemed to guarantee the accuracy of 
particulars furnished by him, but the carrier is not indemnified in 
respect of his responsibilities and liabilities under the contract of 
carriage to any person other than the shipper. 

Notice of the apparent loss or damage must be given to the carrier 
before removal of the goods, of all other loss or damage within 
three days; such removal is prima facie evidence of the delivery by 
the carrier of the goods as described in the Bill of Lading. Claims 
are statute-barred unless the action is commenced within one year 
after delivery date of the goods. 

A “shipped” Bill of Lading must be issued, and exchanged for 
any previously issued “received for shipment ” Bill of Lading. 

No clause contracting out of the carrier's liability is admissible; 
any clause conferring benefit of insurance on the carrier falls within 
this provision. 

A carrier may surrender any of his immunities—he cannot extend 
them. The following, in addition to tHfe question of unseaworthiness, 
are the immunities of the carrier under the Rules— 

Loss or damage arising or resulting from— 

(a) Act, neglect, or default of the master, mariner, pilot, or 
the servants of the carrier in the navigation or in the management 
of the ship. 

(b) Fire, unless caused by the actual fault or privity of the 
carrier. 

(c) Perils, dangers, and accidents of the sea or other navigable 
waters. 

(d) Act of God. 

34—(1481 
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(e) Act of war. 

(/) Act of public enemies. 

(g) Arrest or restraint of princes, rulers, or people, or seizure 
under legal process. 

( h) Quarantine regulations. 

(i) Act or omission of the shipper or owner of the goods, his 
agent or representative. 

(j) Strikes or lock-outs or stoppage or restraint of labour from 
whatever cause, whether partial or general. 

(k) Riots and civil commotions. 

(/) Saving or attempting to save life or property at sea 

(m) Wastage in bulk or weight or any other loss or damage 
arising from inherent defect, quality, or vice of the goods. 

(n) Insufficiency of packing. 

( o) Insufficiency or inadequacy of marks. 

(p) Latent defects not discoverable by due diligence. 

(q) Any other cause arising without the actual fault or privity of 
the carrier, or without the fault or neglect of the agents or servants 
of the carrier, but the burden of the proof is on the person claiming 
the benefit of this exception to show that neither the actual fault 
or neglect of the carrier nor the fault or neglect of the agent or 
servants of the carrier contributed to the loss or damage. 
Reasonable deviation, including any deviation in saving or 

attempting to save life or property at sea, is excused. 

The maximum liability of the carrier—unless he agrees to the 
contrary—is £100 per package or unit, except where the nature and 
value of the goods have been declared by the shipper before ship¬ 
ment, and inserted in the Bill of Lading. This liability is not subject 
to average, nor is it subject t* contribution from insurers. 

The general effect of the Rules may be said to relieve the carrier 
from liability in respect of all loss or damage not contributed to by 
the neglect or default of himself or his agents. 

Freight Calculations.— For the purpose of freight, goods for 
export are classed by the shipping companies into one of five classes, 
viz., 1, 2, 3, 4, and special. Goods in class (1) pay the highest rate 
of the first four, the special rate being high or low according to the 
nature of the goods. A special rate is quoted for goods of a special 
or dangerous character, and they are taken only by special arrange¬ 
ment which must be made before the goods are despatched. Freight 
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is charged in various ways, e.g., it may be per lb., as in the case of 
wool; per bushel, as in the case of wheat; a lump sum is charged 
for such articles as boilers, and a rate of so much per ton, weight or 
measurement, is charged on most other packages. A measurement 
ton is generally 40 cubic feet, and it is at the option of the steamship 
company whether the charge is made on the weight or by measure¬ 
ment. It is, of course, obvious that the measurement rate will be 
charged on goods which are bulky but light, and that the charge 
by weight will be made on heavy goods. It may be mentioned that 
there are also special rates for packages weighing over 30 cwts.; 
but rates of freight can always be obtained on application to the 
shipping company. When the measurement rate is charged, it 
is necessary to calculate the cubical contents of the packages. 
This is usually done by means of a ready reckoner, but the result 
can be arrived at by multiplying together the extreme length, 
width and depth of the package. For instance, the measurement 
of a case 4' 2" long, 3' 6" wide, and 3' deep can be worked out as 
follows by the duodecimal system— 

4' V 

3' 6* 


2' r 
12 ' 6 " 


14' r 

3 


43' 9* = Cubic measurements of the case. 
The following is a further example—4' 0" long, 3' V wide, and 
5' 10' deep. 


4' 

3' 

0" 

4" 

1' 

4* 

12' 

0" 

13' 

4* 

5' 

10' 


11' 

r 

4' 

66' 

8' 


77' 

9' 

4' 


The following list of rates will be found useful in calculating 
freights. 
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Freight Rates 


40 cub. ft. or 


per cub. foot. 

per cwt. 

ton weight. 
60/- 

__ 

1/6 or 

3/- 

55/- 

= 

1/44 •• 

2/9 

52/6 

= 

1/3* •• 

2/74 

50/- 

— 

1/3 .. 

2/6 

47/6 

=i 

1/24 .. 

2/44 

45/- 

— 

1/14 •• 

2/3 

42/6 

■= 

i/"S .. 

2/14 

40/- 

=. 

i/- .. 

2 /- 

37/6 

- 

-/i 14 

1/104 

35/- 

- 

-/i°4 .. 

1/9 

32/6 

— 

-/9J - 

1/74 

30/- 

— 

-/9 •• 

1/6 

27/6 


-/Si 

1/44 

25/- 

— 

~/74 .. 

1/3 

22/6 

— 

-m .. 

1/14 

20 /- 

— 

-/6 .. 

i/- 

17/6 


-/54 .. 

-/104 

15/- 

— 

-/44 .. 

~/9 

12/6 

= 

-/3j 

-74 

10 /- 

= 

-/3 .. 

~/6 

7/6 

— 

-/24 .. 

-/44 

5/- 

= 

-/14 .. 

-/3 


Using this table, we will take two or three examples showing how 
it may be used. 

First example, 398' IT at 52/6— 

398' 11' at 40/- = 398-11 

398' 11' at 10/- = i of 40/- = 99- 9 
398 # 11' at 2/6 = | of 10/- = 24-11 


523- 7 ss .£26 3 7 

or — 1 

398' 11' at 1/- = 398-11 

398' IT at -/3 = J of 1/- - 99- 9 

398' 11 # at -/J = J of -/3 = 24-11 


523- 7 ^ £26 3 7 


Let us take another example, 575' 9* at 27/6— 

20/- - i of 40/- = 287-10 

5/- » J of 20/- = 72- 0 

2/6 = J of 5/- = 36- 0 


395-10 - £1* 15 10 


or 27/6 = - /Si per cub. foot. 

-/6 - J of 1 /- = 287-10 

-/2 = J of -/6 = 96- 0 

-/4 « 4 of ~/2 « 12- 0 


= j£19 15 10 


395-10 
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Now we will make a " weight *' calculation— 

Tons. cwts. qrs. lbs. 

16 16 2 21 at, say, 25/- per ton. 

= 336 cwts. at 1/3 336*0 

84*0 

2 qrs. = J of 1/3 *7 

14 lbs. = J of 1/3 *2 

7 lbs. « £ of 14 lbs. *1 


420*10 = £21 0 10 


and also a second one— 

Tons. cwts. qrs. lbs. 

47 19 3 21 at 37/6 per ton 

«= 960 cwts. at 1/10J = 960.0 
840*0 


1,800*0 

Less 7 lbs. = ^ of 1/10J = *2 


1,799*10 = ^89 19 10 


When the amount of freight has been ascertained, there must 
sometimes be added a percentage for primage (usually 10%). Pri¬ 
mage was formerly a gratuity given to the captain of a ship for his 
care in looking after the cargo, but nowadays it is established as part 
of the freight, and in quoting a rate of freight a shipping company 
quotes, say, 40s. per ton and 10%. It may be mentioned here that 
at least a portion of this primage is generally returned to the shipper 
in the form of a rebate (see Deferred Rebate). 

The insuring and invoicing of the goods are dealt with later. 

We will now notice what else is required in order to complete the 
procedure. 

Customs Formalities. —Within six days of the final clearance 
of the ship, a specification must be sent to the Custom House. The 
particulars given on this specification are required for statistical 
purposes. The Board of Trade publishes the Official Export 
List, which gives an alphabetical list of headings under which 
exported goods are classified by the customs. This list should be 
consulted by the shipper, in order that he may know exactly under 
what class his goods should be entered. A white form is used for 
British and Irish goods, and a pink form for Foreign goods. 
Specimens of these forms are appended. 
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♦SPECIFICATION for British and Irish Goods only 

Port of_ Liverpool Ship’s Name_“ City of Athens ” 

Smith Master, for_ Bombay _ 

Date of Final Clearance of Ship_ 22nd Dec., 19.. 

♦ The Specification of Goods exported must be delivered to the proper 
Officers of Customs within six days from the time of the final 
clearance of th6 Ship, as required by the Customs Laws. 



Final 
[Destina¬ 
tion of 
the 

Goods. 


Marks. 


I J. c* Co. 


Rom lav 


Nos. 


1/14 


Number and 
Description 
of 

Packages. 


4 CjS. 


Description of British and Irish 
Goods in accordance with the 
requirements of the Official 
Export List. 


Net Weights 
or 

Quantities. 


Textile Machinery 


18 1 12 


Total Value 

t The '* f.o.b., ” oi free on board, value should be given. 


Valuet 

(f.o.b.) 


^80 | Bom- 
i bay 




I declare that the particulars set forth above are correctly stated. 

Dated_24 th Dec _19_ (Signed)_ A. Ellis & Co - 

(Address)_ Manchester _ 

(Countersigned)- 

Officer of Customs. 


Exportation Code, Para. 360. Secy. Customs, 
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* SPECIFICATION for Foreign Goods Free of Duty or 

ON WHICH ALL DUTIES HAVE BEEN PAID 


No. 30 (Sale). 

Port of Liverpool Ship’s Name u Celtic ” 

Jones Master, for Hong-Kong 
Date of Final Clearance of Ship 29 Jan., 19.. 

* The Specification of Goods exported must be delivered to the proper 
Officers of Customs within six days from the time of the final clearance 
of the Ship, as required by the Customs Laws. 



: 

Marks. 

| Nos. 

Number and 
Description 
of Packages 

Quantity and Description of Country 

Foreign Goods, m accordance whence Goods 
with the requirements of the were consigned 
Official Imjort List. Pounds, i when imported. 

| Value* 
(f.o.b.) 

£ 

Final 

Destination 
of the 
Goods. 

AB 

1/4 

4 cases 

1 

, i 

Flour | 670 Austria j 

50/- 

China 


i 



Total 

* The “ f.o.b.," or free on board, value should be given. 


We declare that the particulars set forth above are correctly stated. 

(Signed) Brown & Co. 

(Countersigned)_ 

Officer of Customs. 

Dated_ 

In addition to the Customs Specification, at ports where port rates 
or dock and town dues are charged, a form must be filled in giving 
particulars of the goods, and the amount of dues payable. The dock 
authorities publish lists showing the amounts payable on various 
classes of goods, and a copy of this list should be in the hands of 
the shipper. 
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DOCK AND TOWN DUES BILL 
OUTWARDS 

Ship “City of Athens '*_ For_ Bombay _ 

Cleared 2 6th Dec., 19.._ Exporter_ A. Ellis 6* Co._. 

Dock_ Morpeth _ Address_ Manchester . 


Name and address of i 
Corporate Body or 
person on whose 
account Rates arc paid. 


A. Ellis & Co. 


Particulars of Goods. 


20 b/s Cotton Goods 


.i 

Tons. I Cwts. 


Date_2 8th Dec _19.. 


Qrs. 


Lbs. 


T otal Dock an d 
Town Dues 


5 I 0 


5 i 0 


Certificates of Origin. —In order to secure preferential duties 
from the South African, Australian, New Zealand, Canadian and 
certain West Indian colonies, Certificates of Origin are necessary. 
These forms are sometimes printed on the back of the ordinary 
invoice, or they may be had from the Custom House at the time 
of entry of the goods. The various Chambers of Commerce also 
issue Certificates of Origin which are usually signed by the Secretary 
of the Chamber. 

Duty is charged on the net amount of the invoice, so that care 
must be taken to deduct all trade and cash discounts, and the whole 
of the invoice must be made out either in the same handwriting or 
in the same typewriting, as the customs will not pass a handwritten 
document with the discount taken off in typewriting, or vice vend. 
On page 529 is shown a form of Certificate which is in use at the 
present day. 
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Form of Certificate to obtain a rebate of Customs Duties on goods 

AND ARTICLES, THE GROWTH, PRODUCE OR MANUFACTURE OF THE UNITED 

Kingdom, when made and signed by a person other than an 

INDIVIDUAL MANUFACTURER OF SUPPLIER. 

I (1)_ _ James Brown _hereby certify that 

I am (2) Partner of (3)_ James Brown & Co., _ 

55 Wall St., Manchester, _ 

the Manufacturer(s) of the articles included, and sign this certificate on 

behalf of James Brown & Co. _ 

the said Manufacturer(s). 

I have the means of knowing, and I do hereby certify that this invoice 

from the said (4)_ James Brown & Co _ 

to (5)_ Samuel Johnson &• Co., __ 

amounting to (6) Fifty-five pounds ten shillings _ 

is true and correct, and that all the articles included in the said invoice 
are bond fide the growth, produce or manufacture of the United Kingdom, 
and that a substantial portion of the labour of that country has entered 
into the production of every manufactured article included in the said 
invoice to the extent in each article of not less than one-fourth of the value of 
every such article in its present condition ready for export to (7) South Africa. 


Signed. 


Dated at... 


.this. 


day of. 


19_ 


(x) Name of person signing the certificate. 

(2) Insert the words partner, manager, chief clerk, or principal official, giving rank as the case 
may be. 

(3) Name and address of manufacturer(s) or supplier(s). 

(4) Name of manufacturer(s) or supplier(s). 

(5) Name of party or parties to whom articles are invoiced. 

(6) Insert in words at length the total value of invoice. 

(7) South Africa or Canada, as the case may be. 

Certain foreign countries, such as France, Greece, Italy, Japan, 
and Jugo-Slavia admit British goods on preferential terms, and to 
establish a claim, Certificates of Origin are demanded by their 
governments. 

In some cases it is necessary to obtain the Consult signature. 

Consular Invoices. —When goods are exported to the United 
States of America, South America, and certain other countries, it 
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is necessary to make out Consular Invoices, that is to say, invoices 
signed by the Consul of the country to which the goods are being 
shipped. The usual method is to take to the Consul for signature the 
necessary number of invoices signed by the head of the exporting 
firm. The Consul certifies one copy and returns it to the shipper. 
Another copy is sent to the Customs authorities at the port of 
entry, a third copy is kept by the Consul himself, and the fourth 
is either returned to the shipper, or sent out as a duplicate to the 
Customs authorities. A fee of varying amount is charged by the 
Consul for certifying these invoices. They are necessary to facilitate 
the clearing of the goods abroad, and the particulars given must be 
very accurate, as a great deal of trouble, and even loss, is occasioned 
if the particulars given are not in strict accordance with the require¬ 
ments of the government of the importing country. For some 
countries these invoices are made out in English, but often they are 
required in Spanish. 

Some of the countries for which these Consular Invoices are 
necessary are the United States of America, Honduras, Nicaragua, 
Venezuela, Mexico, Peru, Uruguay, Colombia, Bolivia, Brazil, 
Chile, Costa Rica, Cuba, Liberia, Argentina, Salvador, etc. 

Owing to the extreme care which is necessary in making out these 
documents, full particulars of the requirements should be obtained 
from the Consuls of the respective countries. 

Specimens of these documents are shown here. 

Deferred Rebates. —In order to regulate competition between 
steamship companies, shipping rings are formed, the chief object 
being the maintenance of regular rates of freight. This object is 
achieved by means of an agreement or understanding between the 
lines that they will charge the same rate of freight. The second 
object is to adopt measures to meet the competition of shipowners 
outside the ring, and for this purpose the companies usually have 
recourse to a system of Deferred Rebates, the nature of which is as 
follows— 

The companies issue a notice to shippers informing them that if, at 
the end of a certain period (usually four or six months), they have not 
shipped goods by any vessels other than those in the ring they will 
be credited with a sum, usually 10% of the freight paid on their 
shipments during that period, and that this sum will be paid to them 
if, at the end of a further period, usually four or six months, they 




(FORM 9.) 


*., A Via - Factura Consular Brasileira. (Brazilian Consular Invoice,) 

EL da factura- 


Consulado em 


DECLARAQAO (DECLARATION). 

Declaramos solemnemenie que scmos exfiortadorcs ou carregadore$% das mercadorias 
We solemnly declare that we are the exporters or shippers of the merchandise 

mencionadas nesta factura contidas nos - volumes tndicados, 

specified in this invoice, contained in the packages indicated 

a qual e exacta e verdadeira a todos os effeitos, sendo essas mercadorias destinadas ao Porto de _ 

which is in all respects true and exact, this merchandise being destined to the port of 

do Brasil e consignadas aos Sres _ a? _ 

Brasil and consigned to Messrs. of 


^STAMP^ 


-JU - it 19 


§_ guarantee the authenticity of the above. 

_ A genie do Exportador. 

Agent of Exporter. 

Observances do Consul 


VISTO _ Consulado da Republica dos Estados Unidos do Brasil em - 

aos _ dias do met de - de ig 

Recebi seis shillings e nove dinhetros Consul 

tendo side a estampilka collada na 1* via. 


Nome e nadonalidade do navio A vela. 
Nome and nationality of sailing vessel 


Nome e nadonalidade do navio d vapor.. 
Name and nationality of steamer 


Porto do embarque da mercadoria. 
Port of shipment of the merchandise 


Porto do destino da mercadoria - 

Port of destination of the merchandise 


Porto do destino da mercadoria - com opfad para. 

Port of destination of the merchandise with option for 


" ' ’ An ~»*vradoria _ em transito Para.. 

m u pm w ww »» jj — ‘ t. 1 — l,ll^ - 

Port of destination of the merchandise 


in transit for ' 


Valor total da factura inclusive frete e despezas approximadas £ - 

Toted "due of the invoice inclusive of approximate freight and charges 


Frete e despezas approximadas £ - 

Approximate freight and shipping charges 

Agio da moeda do paiz de procedencia - 

Exchange of the country whence exported 

- w * *Pl a « and Date. * S-enaturr : Cross out doecr.ption not used 


(r 4 8i 


I I or 


W*. 
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have continued to confine their shipments to vessels belonging to 
members of the ring. The Deferred Rebates are sometimes paid 
in two lots of 5%, one at the end of, say, six months, and the other 
at the end of twelve months. 

In order to obtain these rebates a claim has to be made on the 
form provided by the individual steamship companies. Should a 
shipper despatch goods by a line outside the ring, he forfeits the 
rebate. 

There is considerable difference of opinion as to the merit, from 
the viewpoint of trade, of this system of deferred rebates. Although 
shipowners naturally cling to them, a growing proportion of business 
interests is taking very definite objection to the system. In the 
Australian trade a fairly acceptable alternative plan has been worked 
out. Shippers who wish to may sign an agreement to ship all their 
appropriate goods by Conference liners. They thereupon pay no 
primage, receiving instead an immediate rebate of 5%, but no 
deferred rebate. Other conferences are likely to fall into line shortly. 

Insurance. —The reader who has studied the Bill of Lading 
shown between pp. 520- 521, will have noticed that the liability of the 
shipowner is very limited ; hence the necessity for insuring the 
goods against the risks which are not undertaken by the shipowner. 

As soon as it is known that goods will be despatched by a certain 
steamer, the insurance should be attended to. Goods may be 
insured W.P.A. (With Particular Average) or F.P.A. (Free of 
Particular Average). These terms are fully explained in the 
chapter on Marine Insurance, so that it is only necessary to state 
here that when goods are insured F.P.A. the underwriter is liable 
only in case of total loss, or the ship is burnt, stranded, or sunk; 
whereas, if the goods are insured W.P.A. he is liable for all losses 
caused by the perils insured against. As to whether goods should be 
insured W.P.A. or F.P.A. depends to a large extent on the nature 
of the goods. If they would suffer damage through contact with 
sea-water, or through rough handling, they should be insured W.P.A., 
but if they are goods which are not likely to suffer damage through 
such causes, it is sufficient to insure them F.P.A., the rate for 
this class being lower than that for the former. The procedure 
adopted in arranging an insurance is somewhat as follows— 

The particulars of the goods to be insured, and the voyage, are 
submitted to several insurance companies in order that they may 
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give quotations. On receipt of these quotations the shipper 
decides which (all things considered) is the most favourable, and he 
then places his business with that company which quotes the best 
terms. He may arrange for the insurance of a single shipment or 
he may arrange an insurance for a large amount and declare against 
it each time he makes a shipment. Pending the preparation of the 
policy it is usual for the Insurance Company to issue a Provisional 
Note, which is a temporary acknowledgment of the insurance. 
The form used is similar to the following— 

No. 57141. 

COVERING NOTE 

The Underwriters' Association, Ltd. 

Manchester, Ylth January 19 .. 

Messrs. Thomas James <5* Co. 

We hold you covered for 

£200 on Goods 

per " Cymric ” s.s. 
from Liverpool 
to New York 
at_per cent. 

For The Underwriters* Association, Ltd., 

/. Brown . 

Warranted free from capture, seizure, and detention, and the oonsequences thereof, or of any 
attempt thereat, piracy excepted, and also from all consequences of riots, insurrections, hostilities, 
or warlike preparations whether before or after declaration of war. Including risk of Craft. 

As soon as the shipper knows the exact particulars of the goods 
which are being despatched he must send a declaration to the 
insurance company giving these particulars. This declaration is 
usually worded in terms similar to those shown below. 

Manchester, 29 th Dee __19. 

The Oversea Insurance Co. 

Dear Sirs, 

We request you to insure the undermentioned packages against 
all risks whatsoever, from the time of leaving the warehouse, at 
point of departure, until safely delivered into the warehouse of 
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the consignee; including all risks whilst waiting shipment 
reshipment, and particularly of fire a £ d water while in the custom 
house at Buenos Ayres a " d Montevideo a " d Rosario, for a period 
not exceeding sixty days from the date of entry therein. 

We are, dear sirs, 

Yours very respectfully, 

A. Ellis & Co. 


Mark. 

' 

No. 1 

Description 
of Package. 

Value. 

| i 

Vessel. ! Captain.) From. 

A &F 

3650 

Case 

/60 

s.s. “London ’) 1 Liverpool 


3651 

Bale 

46 ! 

, 


36521 

Bale 

46 i 

1 »i i *i 


3653 i 

Case 

52 1 

I 

i •• ! i •• i 




£204 

1 1 ! ! 

1 i 



Buenos Ayres 

H 



i 


! 




* On receipt of the declaration, the insurance company proceeds 
to make out the policy, which if it covers only one shipment, is 
known as a Voyage Policy. 

In the event of the shipper arranging for an open policy, he would 
declare the value of each shipment as it occurred, the form given 
below being a specimen of such a declaration. 

Manchester, 5th December , 19 .. 

The Oversea Insurance, Co., Ltd., 

London. 

Dear Sirs, 

We beg to advise having forwarded the undermentioned 
packages for shipment which you will please declare on open policy 
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of Messrs. Sebastien & Co., Buenos Ayres, leaving a balance of £940 
undeclared. 

Against all risks whatsoever, from 
the time of leaving the warehouse at We are, Dear Sirs, 
point of departure, until safely deliv¬ 
ered into the warehouse of the con- Yours very respectfully, 
signee, including all risks whilst 

waiting shipment and re-shipment. Henry Brown & Sons 


Mark. 

No. 

Description 
of Package. 

Value. 

Vessel. 

1 

Captain. 

Form. 

To. 

S &■ Co. 

1 

1303 

Case 

W 

“ Araby ” 


Liverpool 

Buenos A yres 


Examples of the two kinds of policies referred to will be found 
inset. 

When the policy comes to hand it should be carefully scrutinised 
to see that all the risks which it is intended shall be covered are 
specified, and it may be well to point out that the ordinary 11 All 
risks ” clause in the policy operates only as far as the Port of 
Destination ; consequently, where it is desired to insure against such 
risks as earthquakes, fire at custom house, inland journeys, etc., 
these risks should be specially mentioned in the policy ; in fact, the 
best way to insure is “ From warehouse to warehouse/ 1 and it 
should be noted that the amount insured should be the value of 
the goods delivered free to the customer, plus a reasonable margin 
for profit. 

Further information on this subject is given in Chapter XXVI. 

Invoicing. —As soon as it is known that the goods have been 
placed on board the vessel, the preparation of the invoices may be 
taken in hand. This is a very important branch of work and 
requires great care and attention if trouble with customers is to 
be avoided. The clerk responsible for making out these documents 
must take particular care that all charges are included, and on no 
account should an invoice be sent out without being checked by a 
person other than the one who has made it out. It is usual to make 
at least three copies of shipping invoices, and although the forms 
vary to a considerable extent, the particulars usually given are 
on the specimens of actual invoices which appear in the 





THE INSURANCE COMPANY, LIMITED, 


87 HUDSON STREET, 

LONDON, E.C .3 


it hath been propoeed to Oft* 
m wan ta tfsJtZf** • on name m far' and is the nam 


C*., £*t. 


• own name ta for and is the name and names of all and way other person e 
of this' Ratter, does may or shall appertain in part or in all to make with the sai 


which Inswanea U hereby declared to be upon 


CJ&odL* CaT^&Z {**£*<&£ m 

y 0 /^Cu^ Jfc. &65J6. 


W&booo ® NOW THIS POLICY OF INSURANCE WITNESSETH that in consideration of die f-- and th* 

MMtNnMmMMeemamMmeKeaweewK^ promise by the parson or persons effecting this Policy to pay to tbe said Company the smn of -V* 

at«a«» » MW « » sms 6 s*. et^ee^s A ’ Z ~‘*" r 

** par cent for inch Insurance the. maid Company promises and agree* with tbe Insured their Executors Administrators 

‘gSi v : . i rt JT>> , end haetgni to pay and make pood an each Locks ead-Damages hereinafter expressed as may happen to the subject 

CO " aaattar of this Polity and may attach to this Policy in respect to the sum of 

£Ws hereby tamnd 

*--i » ^ > * 7 which Insurance is hereby declared to be upon 

JL t UA^ q&CtZZiui cprvdLe (aT~6% 

y o L^CC^ Jfc. &6&'f6. 

Mt£+*c i -c. * +g fk*. rixS* <37 * 

4m 4++"* 

**$$&*&**** 

*++ 

the Ship or Vessel called the St&4aAT 0T 

^ a /<77 * whereof ’ at present Master or whoever shall go for Matter in the said 

A/ 1 * - Ship or Vessel (lost or not lost) at and from ‘FMt 

CbtSuK+j* o-r J/Ua>^%dyy-7-^*,<si 

( err Jfae+£t**Cf &r Ao^ct*-**. CU*et ov &±*J~uXL^f^ ct^eTL-o-r 

0T /3/tWC*h COVKsTtd- err 6r^L«^n/i OuX«> fa-cug.tL&> <3yAl 

^ aripfc/t*HoX OraV rJTT fios O-TC-O O-c^ct Oy ^Lfr ^ Ccgy,. 

, C^ol tf-r rQ^^Ur. Cuc^L^ 

zsCa-y r37 -ta~*+cLZ~q . - 

J^cJZ^dU^^ out*L -LoCxC* u^UU _ 

Ccnr*iri+*a oCc-o rTp^ras^^^ 4 ^^^ ott o—y AUe^cc* C7 C^s 


In the Ship or Vessel called the 


SAtcLag-s-r <fr cTffas^A/d' 

at present Master or whoever shall go for Matter in the said 
(tost or not lost) at and from 'Crx^g 

O-cUlt OY CU^cf <y—r v^Crr^UTy/—CU.C/ 

a CXc^cA dr CU J J'i*3<-rfa cg^ts<L-+-r —*»^.oC 


A-*%el*aJL^ « n,,, 

«f err /2*s>&*i*i o^-ot err CA^ct^c2. 


fcougu^* <3-jr\a 


c*S~ >L>7t^? 1/ aj =£-* x *' c 
yjy, £Z*>-o *sdu-Acy 


J^c£^dU^0 oOt*L -CO&X* ^ _ 

*i*£L* rW^ras^^e^ 4 ^^^ ^ a ‘*7 C7 e^z2s ^r<^/vC£o^»_ 

Jig Cai^ai^ cilcu^s, /If c4jt^r&U dUZbI* Co o*. C4L* 

cu*€* a/ c*€*> £ +*u*A***\ 'O + uc A 0£^uy£>€± 

fas at^dMMdC. f^rXer^^f d^ ****^ ^ 

C^CeZCx. cLot+Cg 0^-~t»*r-r-itrCkJL- ar^cCr^Cc g ^s5CM~*-tr*- y, - 

In c ludin g risk of craft 

AND the said Company promises and agrees that the Insurance aforesaid shall commence upon the said Freight Goods and Merchandise from the time when the Goods or 
Merchandise shall be laden on board the said Ship or Vessel Craft or Boat es'ahoee and until the said Goods or Merchandise be discharged and safely landed at as obese. 
AND that it shall be lawful for the said Ship or Vessel In the Voyage so insured as aforesaid to proceed and sail to and touch and stay and to receive and land Cargo and Passengers 
it any other Ports or Races tn route for any purpose whatever and in any rotation without prejudice to this Insurance. AND touching the Adventures and Perils which the 


[Menace or any part thereof including all risks 
* Misfortune it mail be lawful to the Insured i 
■foresald subject matter of this Insurance or any 


Factors Servants and Assigns to Sue Labour and Travel for in and about the Defence Safeguard and recovery of the 


acceptance of abandonment. AND it is declared and agreed that Corn, Fish, Salt, Saltpetre, Fruit, Flour, Rice, Seeds, and MtSasus shall be and are warranted free from average 
Ula» general or the Ship he stranded and that Sugar, Tobacco, Hemp, Flax, Skins, and Hides, shall be and are warranted free from average under Five Pounds per centum and 
that all other goods and also Ship and Freight shall be and are warranted free from average under Three Pounds per centum unless general or tbe Ship be stranded, sunk or burnt, 
bmottnt of average Salvage and Special Charges to be paid as per Foreign Statement if so claimed. 


out of average Salvage and Special Charges to be paid as per Foreign Statement it so claimed. 

This Policy being issued in London all losses and claims arising hereon are to be recoverable only according to the custom and usages oi Lloyds unless otherwise stipulated by 
testes of the Policy. 

IN WITNESS WHEREOF the said Company has caned this Policy to be signed oa iU behalf by its duly authorised Agent in that befaali. 


. 


J? gu^fltetrTx . 



BE IT KNOWN THAT Henry Jackson & Sons 



S. G. 


^100 


and/or as Agents 

as well in their own Name, as for and in the Name and Names of all and 
every other Person or Persons to whom the same doth, may, or shall appertain, 
in part or in ail, do make assurance and cause themselves and them and 
every of them, to be insured, lost or not lost, at and from 
Swansea to Buenos Ayres 

Including all risks from warehouse to warehouse 
upon any Kind of Goods and Merchandises, and also upon the Body, Tackle, Apparel, 
Ordnance, Munition, Artillery, Boat and other Furniture, of and in the good Ship or Vessel 
called the Musketeer 

whereof is Master, under God for this present Voyage, Brown 

or whosoever else shall go for Master in the said Ship, or by whatsoever other Name or Names 
the same Ship, or the Master thereof, is or shall be named or called, beginning the 
Adventure upon the said Goods and Merchandises from the loading thereof aboard the said 
Ship as above 



upon the said Ship, See., 


and shall so continue and endure, during her 
Abode there, upon the said Ship, &c. ; and further, until the said Ship, with all her Ordnance. 
Tackle, Apparel, &c., and Goods and Merchandises whatsoever, shall be arrived at as above 


upon the said Ship, &c., until she hath moored at Anchor Twenty*four Hours in good Safety, 
and upon the Goods and Merchandises, until the same be there discharged and safely landed; 
and it shall be lawful for the said Ship, &c., in this Voyage to proceed and sail to and touch 
and stay at any Ports or Places whatsoever 


without Prejudice to this Insurance. The said Ship, See., Goods and Merchandises, Ac., for 
so much as concerns the Assured, by Agreement between the Assured and Assurers in this 
Policy, are and shall be valued at as under 

on 70 Boxes Tinplates valued at £100 

To fay average if amounting to 3 % on each 20 boxes 
A C 144 or on the whole. 

Buenos Ayres Including risk of breakage. 


Touching the Adventures and Perils which we the Assurers are contented to bear and do take upon us in this Voyage, 
they are, of the Seas, Men-of-War, Fire, Enemies, Pirates, Rovers, Thieves, Jettisons, Letters of Mart and Countermart, 
Surprisals, Takings at Sea, Arrests, Restraints and Detainments of ail Kings, Princes, and People, of what Nation, 
Condition, or Quality soever. Barratry of the Master and Mariners, and of all other Perils, Losses, and Misfortunes 
that have or shall come to the Hurt, Detriment, or Damage of the said Goods and Merchandises and Ship, See., or 
any Part thereof; and, in case of any Loss or Misfortune, it shall be lawful to the Assured, their Factors, Servants, 
and Assigns, to sue, labour, and travel fo<, in and about the Defence, Safeguard and Recovery of the said Goods and 
Merchandises and Ship, See., or any part thereof, without prejudice to this Insurance ; to the Charges whereof we, 
the Assurers, will contribute, each one according to the Rate and Quantity of his Sum herein assured. And it is 
especially declared and agreed that no Acts of the Insurer or Insured m recovering, saving, or preserving the property 
insured, shall be considered as a waiver or acceptance of abandonment. And it is agreed by us, the Insurers, that 
this writing or Policy of Assurance shall be of as much Force and Effect as the surest Writing or Policy of Assurance 
heretofore made in Lombard Street, or in the Royal Exchange or elsewhere in London. Warranted nevertheless fret 
of capture , seizure and detention , and the consequences thereof, or of any attempt thereat , piracy excepted, and also from 
all consequences of hostilities or warlike operations, whether before or after declaration of war. And so we the Assurers 
are contented, and do hereby promise and bind ourselves, each one for his own Part, our Heirs, Executors, and Goods, 
to the Assured, their Executors, Administrators, and Assigns, for the true Performance of the Premises, confessing 
ourselves paid the Consideration due unto us for this Assurance by the Assured, at and after the rate of 

12/6 Per cent. 

IN WITNESS whereof, we the Assurers have subscribed our Names and Sums assured in London, 30 July, 19.. 

N.B.—Com, Fish, Salt, Fruit, Flour, and Seed are warranted free from Average, unless general, or the Ship be 
stranded; Sugar, Tobacco, Hemp, Flax, Hides, and Skins are warranted free from Average under Five Pounds per 
Cent; and all other Goods, also the Ship and Freight, are warranted free from Average under Three Pounds per Cent., 
unless general, or the Ship be stranded, sunk, burnt, on fire, or in collision. 

To pay General Average and Salvage Charges according to Foreign Statement, or York-Antwerp Rules ii so claimed. 
Including all liberties and exceptions as per Bill or Bills of Lading or Charter Party, and all and/or every risk in craft 
to and/or from the vessel or vessels, all risks including fire, from the warehouse of the Consignor by any conveyances 
by land or by water, and whilst awaiting shipment, and until safely delivered into the warehouses of the Consignees 
and/or of their Agents. Each craft, or lighter, or package, or the deck-load to be deemed a separate insurance. 
Any deviation and/or transhipment and/or change of voyage not covered by this insurance, and/or any inaccuracy 
in description of voyage, interest, name of vessel, clauses or conditions, to be held covered at an adequate premium 
to be hereafter arranged 
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following pages. If an error should be discovered after an invoice 
has been forwarded it is better to rectify the error by means of a 
Debit Note or a Credit Note as the case may require. This is more 
convenient than sending a corrected invoice, as shipping invoices 
are often of considerable length, and the sending of a corrected 
invoice frequently leads to confusion. 


EXPORT INVOICE : LOCO. 

INVOICE of goods shipped by Crowther, Dinsdale & Co. per s.s 
Irkutsk for Tangier for account and risk of Messrs. Collins & Holley. 


# •; ■ 


j C &■ H. I 

TANGIER 


# 2 / 5 ! 
#6 

# 


# 8 / 17 

# 18/27 


10 

10 


Crate containing \ 

4 nests, each nest 5 Trunks,\ 
M 1824 

Japaned fancy colours. 

2/- 2/4 2/10 3/4 4/- each 
14 16 18 20 22 inches 

Less 50% 

! Gross 1.1.6 net 1.0.12. 

Crate 3/- Carriage 1/8 


Crates as above 

Bdle. 1 doz. Square end Shovels' 

No. 3 .! 

| Gross 0.2.13 net 0.2.12 Bdle., \ 
9d. Carriage 1 /- 

Case 1 doz . Pickaxes 0.2.21 
21/- cwt. 

1 doz. Handles for same, 
9/- doz. 

Gross 1.1.2 net 1.0.4 Case 4/6 
Carriage 1/4 

Brls. Pickled Herrings 
Gross 2.2.17 Net 1.3.4 .. 
Brls. Smoked Herrings 
Gross 1.0.22 Net 0.3.16 

Bags, each 2 cwt. Ballam 
Substitute Rice = 10 cwts. 

Charges ; 

Freight, Marine Insurance, 
Entry Dock and Town Dues, 
Railway Carriage, Cartage, 
BfL, Shipping <$>• Posts 

E . <&• O. E. t 
Liverpool , 

1 8th Dec., 19 .. 


18/ 

17/6 

9/6 


2 j18i o:, 

1 : 9! 0 


9j 0 

4 |J!; 

13| 8 j! 

14 | 8 i 


*1 8 j 4 


19 ; 9 


17 


33 


^41 


15 


15 


15 
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EXPORT INVOICE: F.O.B . 

London, 

4th June, 19. 

Messrs. Wyles & Lopez, Barcelona. 

Bought of J. Griffiths & Co., Ltd. 

Manufacturers of Cork Carpet, Floor Cloth, Leather cloth, etc. 
Forwarded per s.s. Espanol from London for Barcelona. 

Insurance not effected here. 



1 

1 

1 

Cas£ containing 
pee . 44* IF. Leather Cloth 
„ 5/4 A „ 



7 

8 

8 

0 

BARCELONA 

4 

6/4 F. Napkin Unbordered.. 

16/6 

3 

6 

0 


8 


18/6 

7 

8 

0 


1 

ill 

9 

8 



F.o.b. London. 




— 


Meas't. 4' 9' x 1' 3" x 1' 1" 
Net weight <J 1. 2. 1 
Gross ,, p 1. 3. 13 


EXPORT INVOICE: C.I.F. 


Manchester, 

3rd July , 19.. 

Messrs. Plank, Barron <S Co., Alexandria . 

Bought of Allcorn & Knight, Ltd., 

Merchants, Manufacturers, Packers and Shippers. 

Forwarded per “ City of Delhi ” s.s. from Liverpool to Alexandria. 



ALEXANDRIA 


Bales Coloured Striped Drills s 196 
each piece on a board and in canary 
paper 

“ Two Leopards** ticket 

# 160 75 pcs 3744 yds . 

161 75 „ 3745 „ 


150 pcs . 25J' 


7489 yds. @ 2*d. 
- per yd. 


U7» 


m 


3 


c.t.f . Alexandria 


# 


160 161 

412 413 Kos . net 

435 436 ,, with paper & boards 

447 448 „ gross . 

3'6* x 2*2' x 2' 9 # . 
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EXPORT INVOICE: FRANCO DOMICILE 


Messrs. Bertet, Renaudie & Cie, Roubaix. 


Bradford, 

12 th October, 19.. 


Dr. to Alexander, Munn & Co. 


Sent for your account and risk to 1 he Goole Steam Shipping Co., Goole 
for Shipment per next steamer to Messrs. Jules Petit & fils, Boulogne. 


1 1 Bale 


/\ 

X>953 

ROUBAIX 


60 


Bdls. 2/12 Coating (600 lbs.) 

Kilos 272.15 @ Fes . 4.60 
Discount 3 % 


Franco domicile 
Roubaix. 

Due 30 th November, 19.. 


1251.90 

37.55 


Fes. 1214.35 


Financing. —Now that the goods have been shipped, the insur¬ 
ance attended to, and the invoices prepared, it is time to consider 
how payment for the goods is obtained. There are many ways in 
which the accounts of shippers are settled, but it is proposed to 
deal with only a few of the methods— 

(1) The simplest case is that in which the shipper forwards the 
shipping documents, i.e., Bill of Lading (B/L), Insurance Policy, 
and Invoice direct to the consignee and at the same time draws a 
Bill of Exchange on the consignee for the amount of the invoice. 
This Bill of Exchange is sent to a banker in this country who 
forwards it to his agent abroad for collection at maturity. When 
collected, the proceeds of the bill, less the bankers’ charges for 
collection, are credited to the account of the shipper. 

(2) To carry on an extensive business on the method outlined 
above requires a large capital, as the shipper often has to wait a 
long time before receiving payment for his goods. Thus he is 
deprived of the use of his capital. To obviate this, bankers advance 
money to shippers on security of the shipping documents. The 
procedure is as follows— 

Arrangements are made between banker and shipper that the 
former shall advance either the whole or an agreed percentage of 
the value of the shipments, the shipper hypothecating the shipping 
documents as security. As the Bills of Lading are included in the 
shipping documents, this gives the banker control over the goods. 

33—(X4«l) 
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When a shipment is made, the shipper forwards to the banker the 
full set of Bills of Lading, the Insurance Policy, Invoice, and Bill of 
Exchange drawn on the consignee. A shipper is sometimes 
required to sign a Letter of Hypothecation, of which the following 
is a specimen— 

Manchester, 

12th July, 19.. 

To the Directors of the Blankshire Bank, Ltd. 

London 

Gentlemen, 

We enclose 30 days' sight bill drawn by ourselves on 
Messrs. Jones & Co., Bombay, for £600, and as security, 
forward with the said bill shipping documents for the following 
goods— 

Invoice for 10 bales Prints valued at £600. 

Policy of Insurance F.P.A. for £700 payable in Bombay. 

Bill of Lading for 10 bales Prints marked C. & Co., Bombay, 
1/10 per s.s. “ City of York.” 

From Birkenhead to Bombay. 

The freight on which amounting to £6 5s. 0d., is paid by 
ourselves. 

These documents are to be given up on payment of the bill. 

If the said bill should suffer dishonour, we hereby authorise 
you to cause the said goods to be sold, such sale being for 
our account, at our risk, and subject to the usual charges 
for commission, and all incidental expenses. 

Against the above, please advance 90%, viz., £540, as 
arranged. 

Yours faithfully, 

Thomas Brown & Co., Ltd. 

On receipt of these documents, the banker credits the account 
of the shipper with the percentage agreed upon, and advises him 
to this effect. The Bill of Exchange and shipping documents are 
sent by the banker to his agent abroad, who is instructed to present 
the Bill of Exchange for acceptance to the person on whom it is 
drawn, and to deliver up the shipping documents either on accept¬ 
ance or on payment of the bill of exchange according to the arrange* 
ment made between the banker and the shipper on this side. It is 
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obvious that if the banker had the slightest doubt about the Bill 
of Exchange being met at maturity he would not deliver the shipping 
documents until the bill had been actually paid, but where the 
standing of the firm on whom the bill is drawn is good, the banker’s 
agent is instructed to deliver the documents on acceptance. 

When the bill is accepted or paid, as the case requires, the 
documents are delivered to the acceptor, and the agent advises the 
banker in this country, who credits the account of the shipper 
with the amount of the margin, that is, the difference between the 
full amount of the bill and the amount already advanced against it. 
Interest is charged on the amount advanced, from the date of the 
advance to the date the proceeds are received in this country, 
and interest is allowed on the amount kept as margin. 

(3) It is a custom with many foreign houses to open credits at 
I,ondon banks in favour of certain shippers. When such an 
arrangement is made the shipper draws drafts on the foreign house 
and forwards them to the London banker whose instructions are 
to pay such drafts if accompanied by all shipping documents. 
In this way the shipper receives his money as soon as the goods are 
shipped. 

(4) Another method of financing is that of drawing drafts on 
bankers. In this case the banker allows the shipper to draw on 
him to a certain agreed amount, on the understanding that the 
shipper reimburses the banker before the drafts become due. 
Security may or may not be given, but this depends on the standing 
of the shipper and of the firms to whom shipments are made. The 
shipper simply draws his draft on the banker and forwards it to him 
for acceptance. When the draft is accepted it is returned to the 
shipper who discounts it with a bill broker. As bankers will accept 
bilk drawn by reliable firms only, such bills can be easily nego¬ 
tiated in the market. It has been pointed out that the shipper 
undertakes to reimburse the banker before the drafts become due, 
and it is to the interest of the shipper to see that the banker is never 
called upon to meet such drafts, as the credit of the shipper is 
thereby seriously injured. In discounting such drafts, the shipper 
applies to several bill brokers for the rates at which they are pre¬ 
pared to discount the bankers’ bills, and, as in all business transac¬ 
tions, the broker who quotes the best terms (other things being 
equal) gets the business. 
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(5) A further case in which drafts on bankers are used is to cover 
bills drawn on customers abroad who are unknown to the bankers. 
An arrangement is made whereby the bill drawn on the customer is 
forwarded through the banker for collection. At the same time the 
shipper draws a draft on the banker, and this bill is accepted by the 
banker and discounted by the shipper in the usual way. The bill 
drawn on the banker matures after the date of maturity of the bill 
drawn on the customer, so that by the time the bill accepted by the 
banker is due, he is reimbursed by the collection of the proceeds of 
the bill drawn on the customer. 

In most of the above instances it will be seen that the shipper 
obtains money at once with which to carry on his business. There 
are many other special arrangements made with bankers, as, for 
example, the advancing of money against evidence of shipment 
such as a single bill of lading, but the above are sufficient to show- 
how great is the assistance rendered by bankers to the shipping 
trade. 

Export Credits. —The Overseas Trade (Credits and Insurance) 
Act, 1920, initiated a system of giving support to British manufac¬ 
turers who sought to extend their export business. The scheme has 
since been greatly extended and it is being operated on far-sighted 
and effective lines. Details can be secured from the Export Credits 
Guarantee Department of the Department of Overseas Trade (9 
Clements Lane, Lombard Street, E.C.3), a department whose aim is to 
enable the British exporter to insure against the risk of bad debts 
abroad. Under the scheme, which follows recognized insurance prin¬ 
ciples, exporters may obtain the Government's guarantee of the pay¬ 
ment at maturity of a proportion, which may be as much as 75%, of 
bills of exchange drawn upon approved importers. Payment is made 
on default and the guarantee is unconditional. The bulk of the 
Department's business is done by means of contracts or insurance 
policies covering shipments for a forward period of six months. 
The names of importers with whom the exporter contemplates busi¬ 
ness, are, after approval by the Department, inserted in a schedule 
attached to the contract. Having taken out a policy the exporter 
has only to declare each bill as it is drawn, much as he would do 
under a marine insurance policy. 

By the payment of a small premium the exporter can thus relieve 
himself of the greater part of his risk on export transactions, and he 
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can therefore expand his turnover without materially increasing his 
liability. 

Consignments. —A very considerable export business is done 
on what is called the Consignment basis. This terra implies that 
the goods which are being shipped are not in fulfilment of definite 
orders received by the shipper, but are sent out to be sold at the best 
prices obtainable. It frequently happens that shippers, in order 
to introduce their goods to a new market, will arrange that goods 
shall be sent out to a reliable agent abroad, to be sold by him to the 
best advantage. In such cases the shipment is made in the usual 
way, and frequently a Bill of Exchange is drawn on the agent for a 
proportion of the value of the consignment. It is also customary to 
send the agent a Pro Forma Invoice in order that he may have some 
idea of the price at which he must sell the goods if the venture is 
to be profitable. It must be understood that the goods are the 
property of the shipper and not of the agent. Even after the goods 
are sold but not paid for, the agent is not responsible for their 
payment unless by a special arrangement, which constitutes him 
a “ Del Credere ” Agent, and he receives an extra commission 
for the risk which he thus takes. (See Chapter VII.) 

When the goods are sold the agent forwards to the shipper an 
Account Sales showing the amount the goods have realised. From 
this amount the agent deducts his commission and any expenses 
which have been incurred in the landing and disposing of the goods. 
The amount remaining represents the net proceeds for which a 
remittance is sent to the shipper in due course. 


Account Sales of 10 Cases of Machinery received from 
% Jones Co., London, per s.s. " Speedy ” 
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d. 
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s. 

d. 
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10 

Cases Machinery .. 
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0 

0 
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Less Charges — 









Landing, Carting, etc ... 

3 

0 ! 

0 






Insurance 
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0 

0 






Commission 2J % 

22 
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0 
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0 
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Cape Town , July 12th, 19 .. 
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When an agent is frequently receiving goods on consignment it 
is customary to arrange remittance terms, that is, he remits at his 
convenience sums of money on account of goods delivered to or sold 
by him. Where such an arrangement is in operation a running 
account, called a Current Account, is kept. Interest is usually 
charged on the debit items and allowed on the credit items, the 
account being made up at certain arranged intervals, say quarterly, 
half-yearly, or yearly. A specimen of such an account is given 
on the next page, and the way in which the interest is calculated 
should be noted. 

It will be noticed that the interest is calculated by the product 
method, and that the interest on the debit items is charged at 
3} % while that on the credit items is charged at 4 %. The rule for 
calculating the interest is to multiply the number of pounds by the 
number of days from the due date to the date on which the account 
is made up. The product is placed in the column headed 
41 Products.” 

When the rate of interest to be charged on both debit and credit 
items is the same, the balance of the product numbers is obtained, 
and this balance is multiplied by double the rate per cent, and 
divided by 73,000. This is most readily done by the 41 third tenth 
and tenth ” method, thus, if the product multiplied by double 
the rate per cent, equals— 

3)73,000 

24,333 

2,433 

243 

1-00009 

pointing off five places gives a very close approximation tq dividing 
by 73,000. In the case before us, however, the interest on the 
debit items is 3|%, while that on the credit items is 4%. We 
therefore multiply the total of the debit products by 7, that is 
double the rate per cent, chargeable on debit items, and the total 
of the products on the credit side by 8. A balance of the numbers 
is then ascertained and this divided by 73,000 which gives the 
result in pounds. It should be noticed that if the total of the 
numbers on the credit side is greater than that on the debit side, the 
interest is credit interest. 

A further peculiar feature of this Current Account is the intro¬ 
duction of what is usually spoken of as “ Contra ” Interest. On 
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reference to the item on the debit side, March 24, it will be noticed 
that the due date of this bill is July 27, which is a date later than the 
date on which the account is made up. It would, therefore, be 
quite wrong to charge interest on the amount of this bill; as a 
matter of fact, instead of charging interest, interest must be allowed 
from the 30th June until the date the bill matures. This is effected 
by transferring the product of this item, namely, 27,000 to the 
credit side of the account. (See item 30th June, By Red Interest.) 

On the Continent some countries reckon thirty days to each 
month ; consequently when working on the product system the 
divisor is 72,000. 


Questions 

1. What are the duties of a Buyer ? 

2. What is a C.I.F. quotation, and how is it made out ? 

3. From the following particulars work out price per piece (a) 

on the C. & F. Basis ; (6) F.O.B.:— 

Cost of goods £20 Is. 8d., case 10s. 6d., patterns 7d., freight 
5s. 9d., Bill of Lading 6d., commission £\ 9s. lid,, discount 
2$% on cost of goods. No. of pieces 150. 

4. State what you know of Indents. What particulars does an 

Indent give ? 

5. What is a Confirmatory Indent, and for what purpose is it 

used ? 

6. On receipt of an Indent, what are the buyer’s duties ? 

7. Explain fully " Status Enquiries,” giving specimen letters 

connected therewith. 

8. Write a short description of the usual routine in making up 

and packing goods. 

9. When goods are packed, how are the packages made easy of 

identification ? 

10. Explain the necessary procedure when goods are sent from an 

inland town to the port of departure. 

11. Give a specimen of a Freight Note. For what purpose is it 

used ? 

12. When packages are sent from the shipper’s warehouse to the 

dock, and he attends to the shipment without the assistance 
of a shipping agent, what is the procedure ? 

13. What do you know of Bills of Lading ? 



EXPORTING 


545 


14. What information is contained in a Bill of Lading ? 

15. In what ways may freight be charged ? 

16. What are the cubic measurements of a case 5 ft. 3 ins. long, 

2 ft. 5 ins. wide, and 3 ft. deep ? 

17. Explain “ Primage.” 

18. What document is it necessary to make out in order to secure 

preferential duties from certain colonies ? Name the 
countries allowing preferential duties. 

19. State what you know of the use of Consular Invoices. 

20. Explain the nature of a system of Deferred Rebates. 

21. What do you know of Insurance {a) W.P.A., (6) F.P.A. ? 

22. State briefly the procedure adopted in arranging an insurance 

23. What is a Provisional Note ? Give a specimen. 

24 State what you know of the making out of shipping invoices. 

25. An error is discovered after an invoice has been forwarded. 

What is the best means of rectifying it ? 

26. In what ways may accounts of shippers be settled ? 

27. A shipper often has to wait some time before receiving pay¬ 

ment for his goods, and is thus deprived of the use of his 
capital. How can this be remedied ? 

28. What is a letter of Hypothecation ? Give a specimen. 

29. Explain the method of financing by drawing drafts on bankers. 

30. What is a Consignment ? 

31. State the procedure in exporting goods on the Consignment 

basis. 

32. What is a Current Account, and for what purpose is it used ? 

33. Give a specimen Current Account with at least six entries, 

reckoning interest on all items at 3 %. 

34. Make out a Current Account and reckon interest on the debit 

items at 3 % and on the credit items at 3£ %. 

35. Explain the methods of calculating interest for Current 

Accounts. 

36. What do you know of “ Contra ” Interest ? 
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THE METRIC SYSTEM 

The metric system of weights and measures is now used in most 
civilised countries—Great Britain, the United States, and Russia 
being the exceptions. In our own country many attempts have 
been made to introduce the metric system, but without success, 
the great objection to a change from the present cumbrous weights 
and measures to systematic ones being the confusion that might 
take place during the change. If Great Britain were to adopt the 
metric system of weights and measures, it is certain that the United 
States and Russia would follow suit; and there would then be an 
international system, which would be a great gain to all concerned. 

The fundamental principle of the metric system is that there 
is one definite unit taken for each set of measures, and the remainder 
are powers of ten of this unit. It will at once be seen, therefore, 
that the arithmetic of questions given in the metric system is much 
simpler than in the British system of weights and measures. 

The metric system is a decimal one. The basis of all measure¬ 
ments is the metre ; the word metre being derived from the Greek 
metron , a measure. The secondary units are either multiples or 
sub-multiples of the unit, e . g ., a decametre is ten metres, a centi¬ 
metre one-hundredth of a metre. The metre was intended to be 
the ten-millionth part of the length of the direct distance from the 
Pole to the Equator. After the introduction of the metric system, 
a more accurate determination of the earth’s size was made, and it 
was found that the metre was not quite the length it was intended 
to be ; but no change was made, and the system was used in France 
in 1801, its use gradually extending to other countries. 

For practical purposes the metre is defined as being the length 
of a certain platinum bar kept in the Archives at Paris, but many 
accurate copies of this bar have been made, its length in English 
measurement being 39*37079 inches, i.e., 3*28089 feet. 

In the metric system the metre (and also the corresponding 
unit of area, volume, weight, etc.), is sub-divided into tenths, 
hundredths, thousandths, etc., and there are also multiples of the 
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unit—10, 100, 1,000, and so on. For the construction of a table, 
therefore, as soon as the unit is known, the multiples are formed by 
the use of the Greek words deca, hecto, kilo , ntyria , as prefixes, and 
the sub-divisions by the use of the Latin words deci, centi, tnilli. 

Thus, the following are measures of length— 


Myriametre 

= 10,000 times unit. 

Abbreviation used- 

-Mm. 

Kilo „ 

= 1,000 „ 


tt 

Km. 

Hecto „ 

= 100 „ „ 


tt 

Hm. 

Deca „ 

10 „ 

tt 

tt 

Dm. 

Metre 

= Unit 


tt 

m. 

Decimetre 

= iV of unit 

tt 

tt 

dm 

Centi „ 

= riff ,, .. 

t • 

r » 

cm. 

Milli „ 

- i tjW ,, „ 

11 

it 

mm. 


It will be seen that the secondary units are some power of 10 
greater or less than the fundamental unit, and the reduction from 
one denomination to another is performed by multiplying or dividing 
by some power of ten. Hence the metre (or other unit) has the 
same relation to its multiples and sub-multiples as the unit figure 
in decimal notation has to the figures to the left and right of it, so 
that, in multiplying or dividing, there is no change in the figures 
but simply an alteration in the position of the decimal point. 

The unit of area is called the Are. It is equal to a square, each of 
whose sides is ten metres. The Are is, therefore, 100 square metres. 
The hundredth part of the Are is called the Centiare, so that the 
Centiare is equal to one square metre. The units of volume, 
capacity, and weight are, respectively, the cubic metre (often called 
a Stere), the Litre (equal in volume to a cube, each of whose sides 
is a tenth part of a metre), and the gramme. The Kilo (or Kilo¬ 
gramme) is the common unit of weight for trade. The centigramme 
and milligramme are used for scientific purposes. 

In using the metric system, for all practical purposes we need only 
the following— 

Length . The metre, divided into 1,000 millimetres. The metre 
can be squared for measures of surface, or cubed for measures 
of volume. 

Capacity . The Litre, divided into decilitres. 

Weight . The Kilo, divided into 1,000 grammes. 
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Measure of Length 
The fixed unit is the metre, which 
is a little longer than a yard. 

1 metre = 39*37079 inches. 

1 yard = 91*4399 centimetres. 

10 millimetres 

(mm.) = 1 centimetre. 

10 centimetres 

(cm.) = 1 decimetre. 

10 decimetres 

(dm.) = 1 metre. 

10 metres = 1 decametre. 

10 decametres 

(Dm ) = 1 hectometre. 

10 hectometres 

(Hm.) = 1 kilometre. 

10 kilometres 

(Km.) = 1 myriametre. 

(Mm.) 

The micron = lo ff fon re metre is 
used for extremely small measures. 
Measure of Area 
The unit of land measurement is 
10,000 square metres, which is 
called a hectare. The are is therefore 
the square decametre. 

1 arc = 119*603 sq. yds. 

1 sq. mile = 258*98945 hectares. 
10 centiares 

(ifor are) = 1 declare. 

10 deciares 

(A are > = 1 ® re ’ 

10 ares = 1 decare. 

10 decares = 1 hectare. 

Measure of Volume 
The unit is the cubic metre, called 
a stere. 

1 stere = 1*30802 cub. yds. 

1 cub. yd. ass 0*7645 steres. 

10 decisteres = 1 stere. 

10 steres = 1 decast ere. 

Measure of Capacity 
The unit of capacity is the cubic 
decimetre, which is called a litre. 

1 litre = 1 *7608 pints. 

1 gallon = 4*5435 litres. 

10 millilitres 

(ml.) aa* 1 centilitre 

10 centilitres 

(cl.) = 1 decilitre. 

10 decilitres 

‘ (dl.) * 1 litre. 

10 litres as 1 decalitre. 

10 decalitres 

(Dl.) « 1 hectolitre. 

10 hectolitres 

(HI.) — 1 kilolitre (KM. 


Measure of Weight 
The unit of weight is the weight 
of a cubic centimetre of distilled 
water at 4° Centigrade, and at a 
normal pressure of 760 millimetres. 
1 gramme = 15*4323 grains. 

1 kilogramme = 2*20462 lbs. avdp. 
1 gram = 0*0648 grammes, 

lib. avoirdupois = 0*4536 kilogr. 

10 milligrammes 

(mg.) a=s 1 centigramme. 

10 centigrammes 

(eg.) = 1 decigramme. 

10 decigrammes 

(dg.) = 1 gramme. 

10 grammes = 1 decagramme. 

10 decagrammes 

(Dg.) = 1 hectogramme. 

10 hectogrammes 

(Hg ) 3 = 1 kilogr. (Kg.). 

100 kilogrammes is called a quintal. 
1,000 kilogrammes is called a 
tonneau. 

The first table below gives the 
English equivalents for all the ordi¬ 
nary measures and weights of the 
metric system, and the second table 
gives the metric equivalents of the 
English, or imperial, weights and 
measures. 

TABLE I 
Metric Table 
Linear Measure 
1 millimetre = 0*03937 ins. 

1 centimetre = 0*3937 ins. 

1 decimetre = 3*937 ins. 

(39*37079 ins. 

1 metre = 3*280843 ft. 

k 1*0936143 yds. 
1 decametre = 10*936 yds. 

1 hectometre = 109*36 yds. 

1 kilometre = 0*62137 miles. 

Square Measure 

1 sq. centim. = 0*15500 sq. ins. 

1 sq. decimetr. = 15*500 sq. ins. 

1 sq. metre or f 0*7639 sq. ft. 

1 centiare ( 1 *1960 sq. yds. 

1 are = 119*603 sq. yds. 

1 hectare == 2*4711 acres. 


Cubic Measure 


1 cubic centim. = 
1 cubic decim. = 

l cubic metre = 


0*0610 cub. in. 
61*024 cub. ins. 
35*3148 cub. ft. 
I *307954 c.yds. 
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Measure of Capacity 


Cubic Measure 


1 centilitre 
1 decilitre 
1 litre 
1 decalitre 
1 hectolitre 


= 0*070 gills. 

= 0*176 pints. 

1 *75980 pints. 
2*200 gallons. 
= 2 75 bushels. 


\ 

Measure oI^Weight 


1 milligramme = 
1 centigramme = 
1 decigramme = 
1 gramme = 
1 decagramme = 
1 hectogramme — 

1 kilogramme =. 

1 quintal = 

1 tonneau =*-= 


Avoirdupois. 
0*015 grs. I 

0*154 grs. ! 

1 543 grs. I 

15*432 grs. 
154*323 grs. j 

3.527 ozs. i 

J 5432*3564 grs. 1 
2*20462 lbs. I 
1 968 cwt. j 

0*9842 tons. | 


A gramme is also equivalent to 
0*03215 oz. or 15*432 grams troy, and 
to 0*2572 drams, or 0*7716 scruples, 
or 15*432 grains apothecaries' weight. 


TABLE II 


Linear Measure 


1 inch 
I toot 
1 yard 
1 fathom 
1 pole 
1 chain 
1 furlong 
1 mile 


— 25*400 mm. 

=s 0*30480 metre. 
= 0*914399 „ 

= 1*8288 
= 5*0292 

= 20T168 
as 201 *168 
= 1*6093 km. 


Square Measure 


l sq. inch 
1 sq. foot 
1 sq. yard 
1 perch 
1 rood 
1 acre 
1 sq. mile 


= 6*4516 sq. cm. 

= 9*2903 sq. dm. 

= 0*836126 sq. m. 

= 25*293 sq. m. 

= 10*117 ares. 

5 = 0*40468 hectare. 

= 259*00 hectares. 


1 

1 

1 


1 

1 

J 

1 

1 

1 

1 


1 

1 

1 

1 

1 

1 


cubic inch—- 16*387 cub. cm 
cub. foot =• 0*028317 cub. m. 
cub. yard = 0*764553 cub. m. 

Measure of Capacity 

gill — 1*42 decilitres, 

pint = 0*568 litre, 

quart ™ 1*136 litres, 

gallon = 4*5459631 litres, 

peck = 9*092 litres, 

bushel = 3 637 dl. 

quarter = 2*909 hi. 

Apothecaries' Measure 

minim = 0*059 millilitre, 

fl. scr. = 1*184 millilitres, 

fl. dr. = 3*552 

fl. oz. = 2*84123 cl. 

pint — 0*568 litre, 

gallon ™ 4*5459631 litres. 


Avoirdupois Weight 


1 gram 
1 dram. 

1 ounce 
1 pound 
1 stone 
1 quarter 

1 cwt. 

1 ton 


= 0*0648 grm. 

= 1*772 grm. 

= 28 350 grm. 

= 0*45359243 kil. 



6*350 kilogms. 
12*70 
50*8(\ 

0*50® quintal. 

1 Oljp tonneaux. 
Ip 6 kilogrms. 


Tr«# ?, w1mght 


1 gram = 0*0648 grm. 

1 pennywt. = 1*5552 „ 

1 troy oz. = 31*1035 ,, 


Apothecaries’ Weight 

1 grain = 0*0648 grm. 

1 scruple = 1*296 

1 drachm = 3*888 ,, 

1 ounce = 31*1035 
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LINEAL MEASURES (ENGLISH) WITH THEIR METRIC 
EQ UIVALENTS_ 


Yard* 

Inches 

Metres 

Metres 

Yards 

Inches 


i 

0-013 

0-001 


0 04 


1 

0-025 

0-002 


0*08 


2 

0-051 

0-003 


012 

: 

3 

0-076 

0-004 


0-16 


4 

0-102 

0-005 


0-20 


5 

0-127 

0-006 

i 

0-24 


6 

0-152 

0-007 

i 

0-28 


7 

0-178 

0-008 


0-32 


1 8 

0-20 

0-009 

i 

0-35 


! 9 

0-23 

0-01 

i 

0-39 


10 

0-25 

0-02 

1 

0 79 


11 

0-28 

0-03 

1 

118 


12 

0-30 

1 0-04 


1-57 


13 

0-33 

! 0-05 


1 97 


14 

0-36 

0-06 


2-36 


15 

0-38 

0-07 


2-76 


16 

0*41 

0-08 


315 


17 

0-43 

0 09 


3-54 


18 

0-46 

010 


3*94 


19 

0-49 

0-20 


7-87 


20 

0*51 

1 0-30 


11-81 


30 

0-76 

0-40 


15*75 

1 | 


0-91 

1 0-50 


19-68 

2 


1 83 

| 0-60 


23-62 

3 ! 


2-74 

0-70 


27-56 

4 

! 

3-66 

| 0-80 


31-50 

5 


4-57 

0-90 


35*43 

6 


1 5-49 

1-00 

i 

3*37 

7 

1 

| 

6-40 

2-00 

2 

6-74 

8 


7-32 

3-00 

3 

1011 

9 

i 

8-23 

4 

4 

13-48 

10 


9-14 

5 

5 

16-85 

20 

j 

18-29 

6 

6 

20-22 

30 


27-43 

: 7 

7 

23-59 

40 


36-58 

! 8 

8 

26-97 

50 

1 

45*72 

| 9 

9 

30-33 

60 


54-86 

10 

10 

33-70 

70 


64-01 

20 

21 

31-40 

80 


7315 

30 

32 

29*10 

90 


82-30 

40 

43 

26-80 

100 


91-44 

50 

54 

24-50 

200 


182-88 

60 

65 

22-21 

300 


274-32 

70 

76 

19-91 

400 

1 

365-75 

80 

87 

17*61 

500 


457-19 

90 

98 

15-31 

600 


548-63 

100 

109 

| 1301 

700 


640*06 

200 

218 

26-02 

800 


731-51 

300 

328 

303 

900 


822*95 

400 

437 

1604 

1,000 


914-38 

500 

546 

29-05 




600 

656 

6-05 




700 1 

765 

19-06 




800 

874 

32 06 




900 ; 

984 

9-07 




1,000 

1,093 

22 08 
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THE METRIC SYSTEM 

LIQUID MEASURES (ENGLISH) WITH THEIR METRIC 
EQUIVALENTS 


Pints Quarts Gallons 


litres , Decilitres litres Gallons i Pints 



9 

40 

9 

16 

3 

4 

10 

45 

4 

17 

3 

6 

11 

50 


18 

4 

0 

12 

54 

*5 

19 

4 

1 

13 

59 

1 

20 

4 

3 

14 

63 

6 

21 

4 

5 

15 

68 

1 

22 

4 

7 

16 

72 

7 

23 

5 


17 

77 

2 

24 

5 

2 

18 

81 

8 

25 

5 

4 

19 

86 

3 

26 

5 

6 

20 

90 

9 

27 

6 

0 

21 

95 

4 

28 

6 

1 

22 

99 

9 

i 29 

6 

3 

23 

104 

5 

30 

6 

5 

24 

109 

.. 

40 

8 

6 

25 

113 

6 

50 

11 


30 

136 

3 

60 

13 

*2 

40 

181 

7 

1 70 

15 

3 

50 

227 

1 2 

80 

17 

5 

60 

272 

6 

90 

19 

6 

70 

318 


100 

22 


80 

363 

5 

200 

44 


90 

408 

9 

300 

66 


100 

454 

3 

400 

88 


200 

908 

7 

500 

110 


300 

1,363 

,. 

600 

132 


400 

1,817 

4 

700 

154 


500 

2,271 

7 

800 

176 


600 

2,726 

1 ! 

900 

198 


700 

3,180 

4 

1,000 

220 


800 

3,634 

8 

2,000 

440 

V 

900 

4,089 

1 

3,000 

660 

2 

1,000 

4,543 

4 

4,000 

880 

2 

2,000 

9,086 

8 

5,000 

1,100 

3 








552 


THEORY AND PRACTICE OF COMMERCE 


WEIGHTS (ENGLISH) WITH METRIC EQUIVALENTS 


Oss. 

Lbs. 

Qrs. 

Cwts.j Tons 

Kilos 

Gram. 

Gram. 

! Kilos 

Cwts. 

Qrs. 

Lbs. 

Oss. 

1 





28 

! 100 

j 




3 

2 



. . i .. 


57 

1 200 

! 




7 

3 



1 


85 

. 300 

I 




10 

4 



! 


113 

; 400 

i 




14 

5 



. , , . . 


142 

| 500 




1 

2 

6 



1 


170 

; 600 

i 



1 

5 

7 





198 

; 700 




1 

9 

8 



.... 


227 

i 800 




1 

12 

9 



1 


255 

' 900 




2 

0 

10 





283 

1 



2 

3 

11 



] 


312 

l : 2 



4 

6 

12 



. . 1 . . 


340 

i 3 



6 

10 

13 





369 

! 4 



8 

13 

14 





397 

5 



11 

0 

15 

: 

I 


425 

1 6 



13 

4 

16 = 

i j .. 



453 

7 



15 

7 





907 


8 



17 

10 


3 j .. 

. . i . . 

1 

361 


9 



19 

13 


4 ; . 


1 

814 


10 



22 

1 


5 ! .. 


2 

268 

! , 11 



24 

4 


6 



2 

721 

^ 12 



26 

7 


7 



3 

175 

13 


1 

0 

11 


8 

.. 


3 

628 

, 14 


1 

2 

14 


9 



4 

082 

15 


1 

5 

1 


10 

i 

. . j . . 

4 

535 

l 1 20 


1 

16 

1 


11 


4 

989 

i 21 


1 

18 

5 


12 


5 

443 

; 22 


1 

20 

1 8 


13 

, 

5 

! 897 

1 23 


! l 

22 

11 


14 | 


6 1 

350 

j 

24 


1 l 

24 

15 


15 

1 

6 I 

803 


25 


i 

27 

2 


16 


7 1 

257 

! 

26 

: 

2 

1 

5 


17 ; .. 


1 7 

711 

27 

; 

2 

3 

8 


18 ! .. 


8 

165 

28 


2 

5 

12 


19 ! .. 

.. i .. 

8 

618 

29 


2 

7 

15 


20 ! .. 

.. i .. 

9 

071 

30 


2 

10 

2 


21 


9 

525 

40 

■ 

3 

4 

3 


22 


.... 

9 

979 

50 


3 

26 

4 


23 


; 

10 

432 

60 

1 

0 

20 

4* 


24 


1 

10 

886 

1 70 

1 

1 

14 

5 


25 




11 

340 

i 80 

1 

2 

8 

6 


26 

.. 



11 

793 

j 90 

1 

3 

2 

7 


27 




12 

247 

1 100 

1 

3 

24 

7 


28 = 

i 



12 

700 

! 200 

3 

3 

20 

15 



2 



25 

401 

j 300 

5 

3 

17 

6 



3 



38 

101 

t 400 

7 

3 

13 

13 


112 or 

4 = 

i 


50 

802 

500 

9 

3 

10 

5 




2 


101 

605 


600 

11 

3 

6 

12 




3 


152 

407 


700 

13 

3 

3 

3 




4 


208 

210 


800 

15 

2 

27 

11 




5 


254 

012 


900 

17 

2 

24 

2 




10 

,, 

508 

024 


1000 

19 

2 

20 

10 


2240 or 


20= 

1 

1016 

048 


























CHAPTER XXX 


BRITISH AND FOREIGN WEIGHTS AND MEASURES 


(BRITISH) 

The standard of measurement is 
the Imperial yard, a length fixed by 
Act of Parliament in 1878. It is a 
solid square bar in the custody of the 
Board of Trade, and copies of it are 
kept in various places. For the 
convenience of the public, a copy 
is exhibited, amongst other places, 
on the outer walls of Greenwich 
Observatory. 

The standard of weight is the 
pound. This is the weight of a 
carefully preserved piece of platinum 
shaped like a cylinder, measuring 
1 -35 m. high, and 1*15 in. in diameter. 

The standard of capacity is the 
gallon. This contains ten Imperial 
standard pounds’ weight of distilled 
water weighed in air against brass 
weights, with the water and the air 
at a temperature of 62° F., and with 
the barometer at 30 in. 

I. MEASURE 
Long Measure 


3 Barleycorns = 1 Inch (25 4 

millimetre). 


12 Lines 

= 1 Inch. 

2J Inches 

= 1 Nail. 

3 Inches 

= 1 Palm. 

4 Inches 

= 1 Hand (used 


in measuring 


horses). 

9 Inches 

= 1 Span. 

12 Inches 

= 1 Foot (* of a 


metre). 

18 Inches 

= 1 Cubit. 

3 Feet 

= 1 Yard (36 in.). 

2J Feet 

= 1 Pace (mili- 


tary). 

5 Feet 

= 1 Pace (geo¬ 


metrical). 

6 Feet 

as 1 Fathom. 

5J Yards 

= 1 Rod, Pole, or 

(198 in.) 

Perch. 

4 Poles (100 

= 1 Chain (66 

Iks.) 

feet). 


240 Yds. = 1 Cable’s lgth. 

10 Chns. (220 = 1 Furlong, 

yds.) 

8 Furlongs = 1 Mile (1,760 

yds.). 

3 Miles = 1 League. 

3 Knots = 1 Nautical Eg* 

1*151 Miles — 1 Knot or Nau¬ 
tical Mile 
(2,027 yards). 

69£ Miles (60 = 1 Degree. 

Geog.) 

Square Measure 
144 Sq. Inches = 1 Square Foot 

9 Sq. Feet = 1 Square Yd. 

30£ Sq. Yards = 1 Square Pole. 

Rod, or Perch. 
40 Perches = 1 Rood. 

4 Roods = 1 Acre (4,840 

sq. yds.). 

640 Acres = 1 Sq. Mile. 

Cubic Measure 

1,728 Cubic In. = 1 Cubic Foot. 

27 Cubic Ft. = 1 Cubic Yard. 
The following are special measures 
of length— 

( a ) Cloth Measure 
(For cloths, linens, silks, etc., 
Scotch and Irish linen are measured 
by the yard. Dutch linen is bought 
by the Flemish ell and sold by the 
English. Tapestry is generally sold 
by the Flemish ell.) 

2J Inches = 1 Nail. 

4 Nails = 1 Quarter (of a 

yard). 

3 Quarters = 1 Flemish Ell. 

4 Quarters = 1 Yard. 

5 Quarters = 1 English Ell. 

6 Quarters = 1 French Ell. 

( b ) Cotton Yarn Measure 
120 Yards =* 1 Skein. 

7 Skeins = 1 Hank. 

18 Hanks = 1 Spindle. 


36—(14*1) 
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(c) Land Measure 
(Land is measured by means of 
Gunter's chain. This chain is 22 
yards long, and consists of 100 links.) 
7*92 Long Inches= 1 Long Link. 
25 Long Links = 1 Long Pole. 

4 Long Poles = 1 Long Chn. 

80 Long Chns. = 1 Long Mile. 
62*7264 Sq. In. = 1 Sq. Link. 

625 Sq. Links = 1 Square Pole. 
16 Sq. Poles = 1 Sq. Chain. 

10 Sq. Chn. = 1 Acre. 

(d) Linen Yarn Measure 
300 Yards = 1 Cut. 

12 Cuts = 1 Hank. 

16f Hanks = 1 Bundle. 

(e) Paper Measure 
24 Sheets = 1 Quire. 

20 Quires = 1 Ream. 

516 Sheets = 1 Printer's Rm. 
2 Reams = 1 Bundle. 

10 Reams = 1 Bale. 

(/) Timber Measure 
1 Load (unhewn = 40 Cub. Ft. 
timber) 

1 Load (squared = 50 Cub. Ft. 
timber) 

1 Ton of Shipping= 40 Cub. Ft. 

1 Stack = 108 Cub. Ft. 

1 Cord = 128 Cub. Ft. 

There are also various " Stand¬ 
ards " used for measuring timber. 
The principal are: 

Christiania =103$ Cubic Feet. 

(120 Deals, 11' x9'x 1$'.) 
London =270 Cubic Feet. 

(120 Deals, 12' x 9" x 3'.) 
Quebec = 275 Cubic Feet. 

(120 Deals, 10' x 11' x 3'.) 

5/. Petersburg = 165 Cubic Feet. 

(120 Deals, 6' x 11' x 3'.) 

(g) Worsted Yarn Measure 
80 Yards = 1 Skein. 

7 Skeins = 1 Hank. 

144 Hanks = 1 Gross. 

OTHER MEASURES 
Angular Measure 
60 Seconds (') = 1 Minute. 

60 Minutes (') = 1 Degree. 

30 Degrees (®) = 1 Sign. 

45 Degrees = 1 Octant. 

60 Degrees * = 1 Sextant. 


90 Degrees = 1 Quadrant. 

360 Degrees = 1 Circle. 

Measures of Time 
60 Seconds = 1 Minute. 

60 Minutes = 1 Hour. 

24 Hours = 1 Day. 

7 Days = 1 Week. 

28 Days = 1 Lunar Mth. 

28, 29, 30, or 31 = 1 Calendar 

Month. 

12 Calendar = 1 Civil Year 
Months 

365 Days, 5 hrs., = 1 Mean Solar 

48 m., 51s. Year. 

366 Days = 1 Leap Year. 

36,524 Days = 1 Century. 

The addition of a day every fourth 
year, leap year, does not keep the 
Calendar quite correct. It is a little 
too much. The difference amounts 
to about 3 days in 400 years. Three 
years in every four centuries, there¬ 
fore, are not counted as leap years, 
and it has been arranged that those 
centurial years which are not divi¬ 
sible exactly by 4, when the two last 
ciphers are taken away, shall not be 
counted as leap years. Thus 1800 
and 1900 were not leap years—but 
2000 will be. After the last named 
year there will be no centurial leap 
year until 2400. 

Numerical Measures 

12 Articles = 1 Dozen. 

13 Articles = 1 Baker's Doz. 

12 Dozen = 1 Gross. 

12 Gross = 1 Great Gross. 

20 Articles = 1 Score. 

5 Score = 1 Hundred. 

6 Score = 1 Great Hund. 

Road Measures in Various 
Countries 

Length of Mile in English Yards. 
America (mile) . . . 1,760 

Austria (mile, post) . . 8,297 

Belgium (Kilometre) . . 1,094 

China (Li) 609 

Denmark (mile) . . . 8,238 

England (Statute mile) . 1,760 

„ (Geogr.) . . 2,025 

France (old mile) . . 2,132 

France (Kilometre) . . 1,094 

Germany (Geogr.) . . 8,101 

long) . , . 10,126 

mile metric} * 1,640 
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Holland (legal mile) . 

. 1,094 

India (Bengal mile) 

. 2,000 

Ireland (old) 

. 2,240 

Italy (mile) 

. 2,025 

Norway (mile) 

. 12,182 

Portugal (mile) . 

. 2,250 

Russia (Verst) 

. 1,167 

Saxony (post mile) 

. 7,432 

Scotland (old) 

. 1,977 

Spain (mile) 

. 1,522 

Sweden (mile) 

. 11,690 

Switzerland (mile) 

. 8,584 


II. WEIGHT 
Avoirdupois Weight 
27-343 Grains = 1 Dram. 

16 Drams = 1 Ounce (437*5 

grains). 1 

16 Ounces =* 1 Pound (lb.) 

(7,000 grs.) 

14 Pounds = 1 Stone. 8 

28 Pounds = 1 Quarter. 

100 Pounds = 1 Cental. 

4 Quarters = 1 Hundredwt. 

(112 lb.) (cwt.). 

20 Hundredwts. = 1 Ton. 

1 A grain is the same in all weights. 

8 Butcher’s stone is 6 lb. 

Apothecaries* Weight (Old) 

20 Grains = 1 Scruple 8. 

3 Scruples = 1 Dram, £ (60 

grains). 

8 Drams = 1 Ounce, S 

(480 grs.). 

12 Ounces = 1 Pound, lb. 

(5,760 grs.). 
Drugs are compounded by this 
weight. 

Physicians and chemists use these 
weights in dealmg with prescriptions. 
In the British Pharmacopoeia avoir¬ 
dupois weight is used. 

There is also what is called an 
Apothecaries' Fluid Measure (also 
used in photography). 

60 Minims (m.) = 1 Drachm. 

8 Drachms = 1 Ounce. 

20 Ounces = 1 Pint. 

8 Pints ass 1 Imp. Gallon. 

1 Teaspoonful = 1 Drachm. 

1 Dessert spnfl. = 2 Drachms. 

1 Tablespoonful = 4 Drachms. 

Troy Weight 

3*17 Grains = 1 Carat. 

24 Grains =* 1 Pennywt. 

(dwt.). 


20 Pennywts. , = 1 Ounce (480 
grains.) 

12 Ounces = 1 Pound (5,760 

grains). 

100 Pounds sss 1 Hundredwt. 

Troy weight is used for gold, silver 
(and articles made of gold and silver), 
platinum, and precious stones. 

The standard for gold coin is 22 
carats fine gold and 2 carats alloy; 
for silver, 11 oz. 2 dwt. silver and 18 
dwt. alloy. 

The following are special weights— 
(a) Butter and Cheese 
Weight 

8 Pounds ass 1 Close. 

56 Pounds = 1 Firkin. 

84 Pounds = 1 Tub. 

112 Pounds = 1 Dutch Cask. 

224 Pounds = 1 Barrel. 

356 Pounds = 1 Suffolk Wey. 

236 Pounds = 1 Essex Wey. 

( b ) Coal Weight 

[In addition to Avoirdupois 
Weight) 

1 Sack = 1 Hundredwt. 

1 Large Sack = 2 Hundredwt. 

7 Tons = 1 Room. 

21 Tons 4 cwt. = 1 Barge or Kl. 

20 Keels = 1 Shipload. 

(" All coal shall be sold by weight 
only, except where by the written 
consent of the purchaser it is sold by 
boatload, or by wagons or tubs 
delivered from the colliery into the 
works of the purchaser. . . . Where 
any quantity of coal exceeding 2 
cwt. is delivered by means of any 
vehicle to a purchaser, the seller of 
the coal shall deliver, or cause to be 
delivered, or to be sent by post or 
otherwise, to the purchaser or to his 
servant, before any part of the coal 
is unloaded, a ticket or note ” in a 
prescribed form.— Weights and Mea¬ 
sures Act , 1889.) 

(i c ) Fish Weight and Measure 

1 Barrel (an- = 30 lbs. 
chovies) 

1 Quintal » 112 lb. 

1 Box (sal- « 120 to 130 lb. 
mon) 

4 Fish a 1 Warp. 

33 Warps = 1 Long Hund. 

10 Long Hund. = 1 Thousand. 
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10 Thousand = 1 Last. 

500 Herrings == 1 Cade. 

1,000 Sprats = 1 Cade. 

600 Herrings — 1 Mease. 

(d) Flour Weight 
14 Pounds = 1 Peck or 
Stone. 

40 Pounds = 1 Boll. 

56 Pounds = 1 Bushel. 

196 Pounds = 1 Barrel. 

280 Pounds = 1 Sack. 

(Bread is usually sold in 4-lb. and 
2-lb. loaves, that is, quarterns and 
half-quarterns. All bread, except 
" fancy bread '* must be sold by 
weight. It is forbidden, by statute, 
to sell bread by the peck.) 

{ e ) Hay Weight 

56 Pounds = 1 Truss(old hay) 

60 Pounds = 1 Truss (new 

hay). 

36 Trusses = 1 Load. 

1 Square Yard = 6 Stone (new 
hay). 

1 Square Yard = 9 Stone (old 

hay). 

(/) Straw Weight 
36 Pounds = 1 Truss. 

36 Trusses (11 =1 Load. 

(cwt. 64 lb.) 

(g) Wool Weight 
7 Pounds = 1 Clove. 

20 Pounds = 1 Score. 

2 Cloves = 1 Stone. 

2 Stones = 1 Tod. 

12 Score = 1 Pack. 

6J Tods = 1 Wey. 

2 Weys = 1 Sack. 

12 Sacks = 1 Last. 

Other Weights 

Almonds .. .basket .... 11-11 cwt. 

,, ...seron .11-2 cwt. 

„ ... box (Jordan)-25 lb. 

Arsenic ... cask ........ 4 cwt. 

Ashes.cask (American) 

31-5 cwt. 

„ .cask (Russian) 10 cwt. 

Beef tierce of 38 pieces 



(Irish) . 

.304 lb. 


firkin. 

.100 lb. 


band. 

.200 lb. 

Bristles .. 

..cask. 

,... .10 cwt. 

Bullion . * 

..bar . 

..15-30 lb. 

Camphor 

..box . 



Candles_barrel .120 1b. 

Cassia .... chest .60 lb. 

Cinnamon... bale .921 lb. 

Clover seed .sack .2-31 cwt - 

,, seed .cask .7-9 cwt. 

Cloves .matt .80 lb. 

..chest .200 lb. 

Cochineal ..seron .140 lb. 

„ bag .200 lb. 

„ 70,000 insects to 1 lb. 

Cocoa.bag .1 cwt. 

,, .cask ...11 cwt. 

Coffee .barrel or robin 1-11 cw *- 

,, .bag .11—11 cwt. 

„ .tierce .5-7 cwt. 

..bale (Mocha) 2-21 cw *- 

Copperas ..hhd.16-20 cwt. 

Currants ... caroteel .... 5-9 cwt. 

,, .. .butt .15-20 cwt. 

Feathers .. .bale .1 cwt. 

Figs .drum (Turkey) ..24 1b. 

,, .frail (Faro) .32 1b. 

,, .frail (Malaga) .. .56 lb. 

„ .barrel 96 lb. to 2f cwt. 

Flax.matt. (Dutch) .. 126 lb. 

..bale (Flemish) ..2 cwt. 

,, .bale (Russian) 5-6 cwt. 

Galls .sack.31 cwt. 

Ginger.bag (Jamaica) ..1 cwt. 

.bag (K. Indies) . 1 cwt. 

.bag (Barbadoes) l}cwt. 

Glass .stone .5 lb. 

„ .seam .24 stone. 

Gum.chest (Turkey) .4 cwt. 

„ Arabic chest (E. Indies) 6 cwt. 

Gunpowder .barrel .100 lb. 

„ last (24 barrels) 


Hemp ... 

.. stone . 

2,400 lb. 
.321b. 

Hops .... 

.. pocket ... 

,. 11-2 cwt. 

,, . . . • 

••bag . 

_31 cwt. 

Honey.... 

.. gallon ... 

.12 lb. 

Indigo .., 

.. seron .... 

....250 lb. 

Lead .... 

.. fodder or fother 

Liquorice 
juice ... 

.. case . 

191cwt. 

....11 cwt. 

Mace .... 

.. case . 

....11 cwt. 

Madder .. 

.. cask . 

15-23 cwt. 

Magnesia . 

.. chest ...,, 


Meat .... 

.. stone .... 


Molasses . 

..puncheon . 

10-12 cwt. 

Mustard .. 

. .cask (small) 

. .9-18 lb. 

» 

. .cask (large) 

..18-36 lb. 

Nutmegs.. 

.. cask . 

... .200 lb. 


Nuts.bag (Barcelona) 126 lb. 

„ .bag (Messina) 

11-1} cwt* 
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Opium ... .chest (Turkey) 136 lb. 

„ _chest (E. Indies) 

149$ lb. 

Pepper.bag (free trade) 


4» a* A vwt. 

,, .bag (white) ...168 1b. 

.bag (black) ...316 lb. 

Pimento-bag .1 cwt. 

Plums .carton .9 lb. 

,, .$ box .20 lb. 

Pork.firkin (Irish) ..100 lb. 

,, .tierce .304 1b. 

Potash.barrel.200 lb. 

Potatoes .. .cwt.120 lb. 

Prunes.barrel .1-3 cwt. 

,, .....puncheon .10-12 cwt. 
Quicksilver.. bottle .84 lb. 


Rags .bale (Hamburg) 

2$ cwt. 

„ .bale (Mediter¬ 

ranean) . .4$-5 cwt. 

Resin .barrel ... about 2 cwt. 

Raisins ...drum (Valencia) 24 lb. 
„ ...box „ 30-40 lb. 

,, .. .cask (Malaga) .. 1 cwt. 

„ ...box „ 22 1b. 

„ ...cask (Turkey) 2$ cwt. 

Rice .bag (E. Indies) 1 $ cwt. 

„ .cask (America) .6 cwt. 

Sago.bag .1 cwt. 

,, .chest .lfcwt. 

Salmon _box .... 120-130 lb. 

Salt .bushel .56 lb. 


Saltpetre .. bag .1 $ cwt. 

„ ..barrel .1 cwt. 

Shellac.chest .1-3 cwt. 

Soap.firkin .64 lb. 

„ .barrel .256 1b. 

„ chest 3$ cwt. 

Soda.cask 3-4 cwt. 

Steel.fagot .120 lb. 

Sugar.bag (E. Indies) 

1-1} cwt. 

„ .matt or bag 

(Mauritius) ..1-1$ cwt. 

„ .tierce (W. Indies) 

7-9 cwt. 

.hhd (W. Indies) 

13-16 cwt. 

Sugar candy, box .70 lb. 

Tallow .... cask .9 cwt. 

Tapioca .. .barrel .1} cwt. 

Tea.chest (Congou) . .80 lb. 

. (Hyson) 60-80 lb. 

,. ,, (ordinary) 84 lb. 

Tiles.load .1,000 

Tobacco ... .hhd.12-18 cwt. 

Turpentine .barrel ... .2-2$ cwt. 


Vermilion ..bag .50 lb‘ 

Walnuts ... bag .1 cwt. 


III. CAPACITY 


Dry Measure 


4 Gills 

= 1 Pint. 

2 Pints 

= 1 Quart. 

2 Quarts (4 pt.) 

= 1 Pottle. 

2 Pottles (4 qt.) 

= 1 Gallon. 

2 Gallons 

= 1 Peck. 

4 Pecks 

= 1 Bushel. 

3 Bushels 

= 1 Sack. 

4 Bushels 

= 1 Coomb. 

5 Bushels (or 

= 1 Sack of Flour. 

porter’s load) 

8 Bushels 

= 1 Quarter. 

12 Sacks 

= 1 Chaldron. 

5 Quarters (40 

= 1 Wey or 

bushels) 

horse-load. 

10 Quarters 

= 1 Last. 

Ale and Beer Measure 

4 Gills 

= 1 Pint. 

2 Pints 

= 1 Quart. 

4 Quarts 

= 1 Gallon. 

9 Gallons 

= 1 Firkin. 

2 Firkins (18 

= 1 Kilderkin. 

gallons) 


2 Kilderkins 

= 1 Barrel. 

1$ Barrel 

= 1 Hogshead. 

2 Hogsheads 

== 1 Butt. 

2 Butts 

= 1 Tun. 

Wine Measure 

4 Gills 

= 1 Pint. 

2 Pints 

= 1 Quart. 

4 Quarts 

= 1 Gallon. 

10 Gallons 

= 1 Anker. 

18 Gallons 

= 1 Runlet. 

31$ Gallons 

= 1 Barrel. 

42 Gallons 

= 1 Tierce. 

63 Gallons 

= 1 Hogshead. 

84 Gallons 

= 1 Puncheon. 

2 Hogsheads 

= 1 Pipe or Butt. 

2 Pipes 

= 1 Tun. 


Other Wine and Spirit Measures 


1 Hogshead of = 46 gals. 

Claret. 

1 Butt of Sherry = 108 ,, 

1 Pipe of Port = 115 „ 

1 Pipe of Madeira = 92 „ 

1 Pipe of Marsala = 93 


1 Puncheon of S. = 112-120 
Whisky 

1 Puncheon of = 100-110 
Brandy 
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1 Hgshd. of Bdy. = 45-55 gals. 
l~Cask of Bdy. = 26-28 „ 

J Pipe of Cider = 100-118 „ 

1 Pnchn. of Rum= 90-100 „ 

1 Hgsd. of Rum = 45-50 „ 

1 Tun of Wine = 240 „ 

1 Pipe or Butt = 108-117 „ 

Miscellaneous 
Bricks, Load of = 500. 

Glass, Seam of =120 lb. 

Law Papers, 1 =72 Words. 

Folio 

Potatoes, Sack of = 168 lb. 

(FOREIGN) 

Argentine Republic. The 
metric system is in use. 

Austria and Czecho-Slovakia. 
The metric system is in use. The 
names, however, of the weights and 
measures are the same as those used 
in Germany. 

Belgium. In this country, too, 
the metric system is in use, and the 
names of the various weights and 
measures are the same as those used 
in France with the following excep¬ 
tions :—the kilogram is called the 
livre, the litre the iitron, and the 
metre the anne. 

Brazil. In addition to the metric 
system, there are certain weights and 
measures in use which are derived 
from the old Portuguese. The princi¬ 
pal are the following :— 

(a) Length; the covada= 26*247 
inches, and the vara= 3*64 feet. 

(b) Weight; the arratel= 1*0118 
lb., the arroba= 32*384 lb., and the 
quintal (100 arratel) = 101*18 lb. 

(c) Capacity ; the almude = 3 *684 
gals., and the alqueire= 1*1 bushels. 

Central America. In addition 
to the metric system, the weights 
and measures of old Spain are in 
common use. (See Spain.) 

Chili (and also Bolivia). Same 
as Central America. 

China. At Hong Kong and the 
other treaty ports the British 
weights and measures are in use. 
The principal native weights and 
measures are as follows:— 

(a) Length; the fan or fun = 
•141 in., the tsun= 1*41 in./ the 
ehihs* 14*1 in., the changes 141 in.« 
and the yin= 1410 ih.= 117} ft. 


(b) Weight; the tael or leang 
= 4 oz., the cattie= 1} lb., and 
the tan or pical= 133} lb. The 
English hundredweight is equal to 
84 catties. 

(c) Capacity; the ho =2 pts., 
the sheng= 20 pts., and the ton = 
100 pts. 

Denmark. (a) Length; the 
tomme = 1 *029 in., the fod = 1 *029 
ft., the alen = 2 fod, the faven = 6 
fod, the rode= 12 fod, and the mil 
= 2,000 roder or 4*6805 English 
miles. 

The tdnde (a measure of area), or 
the tonde land (14,000 sq. alen) = 

1 *363 English acres. 

(Ib) Weight; the pund= M02 lb., 
and the centner =100 pound. The 
pund is subdivided into 16 unser 
and 32 lod. 

( c ) Capacity ; the pod = 1 *69 pts., 
the kande = 2 potter, the viertel = 
4 kande, the skeppe= 18 potter, the 
fjerdmgkar=2 skepper, the tonde 
= 4 fjerdingkar, and the laest = 
12 tonder. The laest is about equal 
to 45*87 English bushels, and there¬ 
fore the tonde is the equivalent of 
3*82 bushels. The anker is a mea¬ 
sure of 39 potter and equal to 8*29 
English imperial gallons. 

Egypt, (a) Length ; the kirat = 
1*1 in., the rub= 6 kirats, the pik 
= 4 rubs, and the gasab = 4 piks. 
The gasab is therefore about equal 
to 2 *88 English yards. 

The feddan is a square measure 
and is equal to 400 sq. gasab, that 
is, nearly } of an acre. 

(b) Weight; the rottolo= 1 lb. 
nearly, the oke=2*7 lb., and the 
can tar (or 100 rottoli) = 99 lb. 
nearly. 

(c) Capacity ; the ardeb is a grain 
measure which varies considerably, 
according to the grain measured.' 
At Cairo it is equal to about 5 bushels. 

Francs. The metric system is 
in use. 

Germany. The metric system is 
that in use, but the names given to 
the various weights and measures 
are as follows— 

German , Metric tystem . 

Stab. Metre. 

Strich. Centimetre. 

Neucoll. Millimetre. 
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German 

Kette. 

Kanne. 

Schoppen. 

Pass. 

Neuloth. 


Metric system. 
Decametre. 
Litre. 
Half-litre. 
Hectolitre. 
Decagramme. 


There are also the weights called 
the pfund, which is equal to 500 
grammes, or 1*1023 lb., the centner 
= 100 pfund, and the tonne = 2,000 
pfund. The centner, therefore, is 
rather less than a hundredweight 
(110*231 lb.), and the tonne is equal 
to 19*6842 cwt. In Prussia a mile 
= 2,000 ruthen or 4*6807 English 
miles, a zoll= 1*03 in., and an ell 
= 25 \ zoll or 2*1882 ft. In Bruns¬ 
wick, a mile is equal to 6*714 English 
miles, and in Saxony its length is 
4*2227 English miles. There is also 
in Prussia the square measure of the 
morgen which is equal to *631 Eng¬ 
lish acres. In Hamburg the measure 
of the same name is equal to 2*3895 
English acres. 

Greece. In this country the 
metric system is in use, but the names 
used are as follows — 


Grecian. 

Metric. 

Pecheus. 

Metre. 

Palame. 

Decimetre. 

Daktylos. 

Centimetre. 

Gramme. 

Millimetre. 

Stadion. 

Kilometre. 

Skionis. 

Myriametre. 

Strenna. 

Are. 

Litra. 

Litre. 

Kotyle. 

Decilitre. 

Mystion. 

Centilitre. 

Kybos. 

Millilitre. 

Koilon. 

Hectolitre. 

Drachme. 

Gramme. 

Obolos. 

Decigramme. 

Kokkos. 

Centigramme. 

In addition 

there are the mera 


= J kilogramme, the tonos = 
29*526 cwt., and the oke=2*84 
lb. 


Holland. The metric system is 
in use, but the names used are as 
follows— 


Dutch, Metric, 

El. Metre. 

Palm* Decimetre. 

Duixi*. Centimetre. 

Streep. Millimetre. 


Dutch. 

Metric. 

Roede. 

Decametre. 

Mijle. 

Kilometre. 

Kan. 

Litre. 

Maatje. 

Decilitre. 

Vingerhoed. 

Centilitre. 

Vat. 

Hectolitre. 

Wigtje. 

Gramme. 

Korrel. 

Decigramme. 

Lord. 

Decagramme. 

Onze. 

Hectogramme. 

Pond. 

Kilogramme. 

Bunder. 

Hectare. 

The old pound 

= 1*088 lb. 

Italy. The metric system is in 

use, but the names are as follows— 

Italian. 

Metric. 

Metro. 

Metre. 

Decimetro. 

Decimetre. 

Centimetro. 

Centimetre. 

Millimetro. 

Millimetre. 

Decametro. 

Decametre. 

Ettometro. 

Hectometre. 

Chilometro. 

Kilometre. 

Miriametro. 

Myriametre. 

Ara. 

Are. 

Centiare. 

Centiare. 

Ettare. 

Hectare. 

Litro. 

Litre. 

Decilitro. 

Decilitre. 

Decalitro. 

Decalitre. 

Ettolitro. 

Hectolitre. 

Chilolitro. 

Kilolitre. 

Gramma. 

Gramme. 

Decigramma. 

Decigramme. 

Centigramma. 

Centigramme. 

Milligramma. 

Milligramme. 

Decagramma. 

Decagramme. 

Ettogramma. 

Hectogramme. 

Chilogramma. 

Kilogramme. 

Miriagramma. 

Myriagramme. 


Japan, (a) Length; the shaku, 
which is about a foot, the ken = 
6 shaku, the tcho = 60 ken, and the 
ri = 36 tchos. The ri is, therefore, 
about 24 English miles. The square 
tcho =2*4507 English acres. 

(b) Weight; the kin, which is 
divided into 160 momme, equivalent 
to 1*3251 lb., the kwan (6J kin) = 
8*2817 lb., and the tan= 100 kin. 

(c) Capacity / the shoo = *397 gals, 
or *0496 bushels, the to= 10 shoo, 
and the koku = 10 to. 

Mexico. The metric system is in 
use, but the old Spanish weights and 
measures are still in existence. 
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Norway. The metric system is 
in use. 

Persia, (a) Length ; the guz or 
zer is a measure which varies from 
36 to 44 inches, and the parasang 
= 4J miles. 

(b) Weight: the miskal= 47*5 
grains, and the maund = 6J lb. 

(c) Capacity; the chenica= ’289 
gals., the capicha = 2 chenicas, and 
the artata= 1*809 bushels. 

Peru. The old Spanish weights 
and measures arc in use. 

Russia, (a) Length ; the vershok 
= If inches, the stopa = 8 vershoks, 
the arschme = 2 stopas, the saschen 
= 3 arschmes, and the verst = 500 
saschen. The verst is, therefore, 
equal to 1166*6 yds., or *663 of an 
English mile. The dessiatine is a 
square measure equal to 2,400 square 
saschens or 2 acres, 2 roods, 32 poles. 

(6) Weight; the funt= *9026 lb., 
the pud = 40 funt, the berkovitz 
= 10 puds, and the packen=3 
berkovitz. The packen is, there¬ 
fore, about equal to 1,083 lb. The 
funt is subdivided into 12 lanas, or 
32 lotti, or 96 zolotnicks. 

(c) Capacity; the tscharkey = 
*27049 gals., the vedro = 100 tschar- 
keys, the anker =8*114 gals., the 
chetvort = 46*2 gals., and the 
sarokowaja = 108 196 gals. 

Spain. The metric system is in 
use, and the names used are the same 
as in that system except that the 
last letter of each weight and measure 
ends in o instead of e, e.g., metro, 
litro, gramo. The word are is 
changed into area. 

The old Spanish weights and mea¬ 
sures, which are still in use in some 
parts of Central and South America, 
are as follows— 

(a) Length; the Spanish foot = 
10*958 inches, and the vara= 2*782 
ft. The square measure the fanegada 
= 1J acres. 


(b) Weight; the onza = *063 lb., 
the libra = 1*1014 lb., and the 
quintal = 100 libra, or 110*143 lb. 

(c) Capacity ; the cuartillo= *011 
gals., the azumbre=4 cuartillos, 
the cuartilla = 2 azumbres, and the 
arroba mayor = 4 cuartillos. The 
arroba mayor is, therefore, equal to 
about 3*55 gals. 

Sweden. The metric system is in 
general use, but some of the old 
measures and weights used in Den¬ 
mark are still to be found, e.g., the 
tomme of 1*029 inches, the alen, 
which is equal to 24 tommes or 
24*714 inches ; the lod is rather more 
than £ oz., and the pund = 1 *102 lb. 
An English hundredweight = 102 
Swedish punds. 

Switzerland. The metric sys¬ 
tem is in use. There is also the 
weight known as the pfund = 
1 *1023 lb. The pfund is divided into 
16 unzen or 32 loths. The standard 
of length is the foot of 3 decimetres 
= 11-811 inches. 

Turkey. The metric system is in 
use, but the names applied are as 
follows— 

Turkish. Metric. 

Arshin. Metre. 

Oke. Kilogramme. 

Cantaro. 100 kilogrammes. 

Chequee. 1,000 kilogrammes. 

United States. The English im¬ 
perial weights and measures are 
generally used, but there are also 
still in existence certain measures 
known as the old Winchester mea¬ 
sures. These are as follows— 

(a) Liquid ; the pint and gallon are 
equal to *833 of the imperial pint and 
gallon. These apply to wines and 
spirits. A pint of beer = 1 *017 pts. 

(b) Dry ; the pint, gallon, bushel, 
and quarter are equal to *969 of the 
same imperial measure. 

Yugoslavia. The metric system 
is in use. 



CHAPTER XXXI 


THE COINAGE AND MONEYS OF THE WORLD 


1. British 

The authorised coinage of the United Kingdom consists of the 
following coins. Some of these are issued only on special occasions. 


Coins. 


Standard 

Weight 

Grains. 

Least 

Current 

Weiiht 

Grains. 

Remedy 

of 

Weight 

Grains. 

Gold— 





Five Pound 


616-37239 

612-500 

1 -ooo 

Two Pound 


246-54895 

245-000 

0 400 

Pound 


123-27447 

122-500 

0 200 

Half-Sov. . 
Silver— 


61-63723 

61125 

0150 

Crown 


436-36363 

— 

2-000 

Dble. Florin 


349 09090 

— 

1-678 

Half-Crown 


218-18181 

-- 

1-264 

Florin 


: 174-54545 

— 

0-997 

Shilling 


| 87-27272 

— 

0-578 

Sixpence 


; 43-63636 

- 

0-346 

Groat or 4d. 


29 09090 

— 

0-262 

Threepence 


21-81818 

— 

0-212 

Twopence . 


14-54545 

— 

0144 

Penny 


| 7-27272 

— 

0 087 

Bronze— 





Penny 


145-83333 

— 

2*91666 

Halfpenny . 


87*50000 

— 

1-75000 

Farthing 

i 

43-75000 


0-87500 


The remedy of weight is the amount of variation allowed in the 
fineness and weight of the coins when they are first issued from 
the Mint. 

Standard gold contains eleven-twelfths of fine metal and one- 
twelfth of base metal, i.e. 22 carats fine, with 2 carats of alloy. Its 
fineness is represented by 916'6. Twenty troy pounds of standard 
gold are coined into 934 sovereigns and one half-sovereign, and one 
troy ounce is intrinsically worth £3 17s. 10 Jd. One ounce of pure 
gold is of the value of £4 4s. 11 id. 

Standard silver consists of fifty parts of pure silver and fifty 
parts of alloy Its fineness is represented by 500. One troy 
pound of standard silver is coined into 66 shillings. 
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Bronze is an alloy composed of ninety-five parts of copper, 
four parts of tin, and one part of zinc. 

Persons are no longer entitled to take gold to the Mint and have 
it coined. Since the Gold Standard Act, 1925, the gold is taken to 
the Bank of England, and exchanged at once at the rate of £3 17s. 9d. 
per ounce. 


2. Foreign 

The various moneys of the principal foreign countries are given 
below, names of the countries being arranged in alphabetical order 
to facilitate reference. The figures in brackets give the value of 
each coin in English money at a recent date. The exact values can 
be obtained only by reference to current exchange rates. 

Abyssinia. Monetary unit, gold talari. 

There are silver coins of tV dollar (1 piastre), £, and 1 dollar, 
and smaller copper coins. Notes are issued by the Bank of 
Abyssinia. 

Afghanistan. Monetary unit, Kabuli rupee (Is. 6d.). 

There are gold coins of 2, and 5 amania piece (amania gold = 
Kabuli rupees 15), and a silver coin of 1 rupee. 

Albania. Monetary unit, gold franc. 

The coinage is francs and leks (1 lek = 20c. of gold franc). 

Argentina. Monetary unit, peso (paper) (Is. 9d.). 

Argentino (gold) of 5 pesos (19s. 6d.). 

In the Argentine Republic and Brazil, the circulating medium 
is principally inconvertible paper money. 

For smaller amounts there are nickel coins of 5, 10, and 20 
centavos; and bronze coins of 1 and 2 centavos. 

Australia. English coinage, together with Australian coins, 
circulates throughout the Commonwealth. 

English bank notes are at a discount, which has varied in recent 
years from £ to 4 per cent. 

Notes are issued by the Commonwealth Government for 10s., 
£1, £5, £10, £20, £50, £100, and £1,000. 

Austria. The unit is the schilling of 100 groschen (7d.). 

The following coins are issued: Gold—100 schilling, 25 schilling; 
silver—2 schilling, 1 schilling, ( schilling; nickel—10 groschen; 
copper—2 groschen, 1 groschen. 
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Belgium. Monetary unit—the franc of 100 centimes (lfd.). 

Bronze coins— 1 centime, 2 centimes. 

Nickel „ — 5 centimes, 10, 25, 50 centimes, 
1 franc, 2 francs. 

The gold unit of currency is the belga. 35 belgas = £ 1. 

Bermudas. English money is the legal tender, but American 
money is freely accepted. Notes for £1 are issued by the Bermudas 
Government. 

Bolivia. Monetary unit—the boliviano of 100 centavos = 
Is. 5d. 

There are silver coins of 20 and 50 centavos, and nickel coins of 
5 and 10 centavos. 

Brazil. The unit is the milreis, of 1,000 reis. 

Milreis (paper) = 5$d. 

Although nominally on a gold basis, the circulating medium is 
chiefly inconvertible paper. There are copper, nickel, silver, and 
gold coins. 

Bulgaria. The monetary unit is the leva of 100 stotinkis. There 
are coins of silver, aluminium, bronze, and nickel. 

Canada. The monetary unit is the 1 dollar piece, of 100 cents. 
The 1 cent piece ($d.) is a copper coin, while the silver coins are 
5, 10, 25, and 50 cents (2s. Id.), and dollar (4s. 2d.). The United 
States eagle of 10 dollars and the English sovereign are both legal 
tender to any amount. Silver coins are legal tender only up to 
10 dollars, and minor coins up to 25 cents. 

Notes are issued by the Government for 25 cents, 1, 2, 5, 500, 
and 1,000 dollars, and by the various Canadian banks for 5 dollars 
and upwards, and are in general circulation. 

Canary Islands. Spanish money is the currency in use, for 
which see under “ Spain.” 

Ceylon. The unit is the rupee of 100 cents (Is. 6d.). British 
gold is current, and there are silver coins of 10, 25 and 50 cents, 
nickel coins of 5 cents, and copper of J and 1 cent. 

Chili. The monetary unit is the gold peso of 100 centavos 
(Is. 6d.). There is also the peso (paper), value 6d. There are gold, 
silver, and copper coins. 

China. The unit is the tael (2s. 4d.). Notes are issued by the 
European banks payable in dollars. 

There are no gold or silver coins current in China, but certain 
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fixed weights of silver are used. The only real coin is called the 
cash. It is composed of a mixture of copper, iron, and tin. A 
tael of silver is nominally equal to 1,000 cash, but in reality 
it is worth about twice that amount. The tael also varies in 
different parts of China, and nearly every seaport has its own local 
standard. 

Colombia. Monetary unit—peso of 100 centavos (4s. Id.). 
Notes are issued for 1, 2, 5, and 10 peso, and there are silver and 
nickel coins. 

Costa Rica. Monetary unit—colon of 100 centemos (Is. Id.). 

There are gold, silver, bronze, nickel, and copper coins. 

Cuba. Spanish money still circulates, but American money is 
everywhere accepted. Monetary unit, peso of 100 centavos (2s. Id.). 
There are gold, silver, and copper coins. 

Cyprus. The monetary unit is the piastre, which is about l$d. 

British gold is the general circulating medium. The silver coins 
are of 3, 4|, 9, 18, and 45 piastres, and the bronze coins are of 1, J, 
and \ piastre. 

Czechoslovakia. Monetary unit, crown (koruna) of 100 heller 

m-)- 

There are nickel coins of 20 heller, 50 heller, 1 and 5 krone. 

Danzig. Monetary unit, gulden of 100 pfennigs (9Jd.). 

There are bronze, nickel, and silver coins. 

Denmark. The unit is the krone of 100 Ore (Is.). 

There are bronze, nickel, silver, and gold coins of various values 
from 1 Ore to 20 kroner. 

Ecuador. Monetary unit—silver sucr6 of 100 centavos (lid.). 

Egypt. The unit is the Egyptian pound of 100 piastres. There 
are copper, nickel, silver, and gold coins of the following values— 

Copper— i milli&ne (half a farthing). 

Nickel — 1 milliime (£d.), 2 and 5 milli&nes, and 1 piastre (2$d.). 

Silver — 2, 5, 10, and 20 piastres. 

Gold —50 piastres (10s. 3d.) and pound, of 100 piastres 
(£1 0s. 6d.). 

Notes of 1, 5, 10, 50, 100 English pounds are issued by the 
National Bank. 

English bank notes are subject to a varying discount. 

Esthonia. Monetary unit, 1 kroon of 100 sents. The gold parity 
is 18*159 per £1. 
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Finland. The unit is the markkaa of 100 pennia (lid.). The 
gold coins are the 200 and 100 markkaa, and the principal nickel- 
bronze ones the 1 markkaa, and the 50 and 25 pennia, but copper 
coins of 5 and 10 pennia are those chiefly used. 

France. The monetary unit is the franc of 100 centimes. There 
are bronze, nickel, silver, and gold coins of the following values— 

Bronze—2 francs, 1 franc (2d.), 50 centimes. 

Nickel — 5, 10, and 25 centimes. 

Copper— 1,5, and 10 centimes. 

Silver — 5 francs, and 10 francs. 

Gold —100 francs. 

Notes are issued by the Bank of France for 5, 10, 50, 100, 
500, and 1,000 francs. 

Germany. The unit is the reichsmark of 100 pfennige (Is.). 

The following are the coins in use— 

Silver—1, 2, 3, and 5 reichsmarks. 

Nickel —\ reichsmark. 

Aluminium bronze—5, 10, and 50 renten pfennigs. 

New reichsmark notes are issued for 10, 20, 50, 100 and 1,000 
marks. 

Gibraltar. Monetary unit as in Great Britain. Both English 
and Spanish money circulates freely. Notes are issued for 10s., £1, 
and £5. 

Greece. The monetary unit is the drachma of 100 lepta (fd.). 
Notes are issued for 1, 2, 5, 10, 25, 100, 500, and 1,000 drachmae. 
There are copper coins of 5 and 10 lepta and nickel coins of 5, 10, 
20, and 50 lepta for the divisional money. There are also gold and 
silver coins, but these are not at present in general circulation. 

Holland. The unit is the guilder or florin of 100 cents (Is. 7d.). 
Copper coins are minted for |, 1, and 2\ cents, silver for 10, 25, 
and 50 cents, 1 guilder, and 2\ guilders. The gold coins are the 
5 and 10 guilders. 

Notes are issued by the Netherlands Bank for 10, 25, 40, 50, 60, 
100, 200, 300, and 1,000 guilders. 

Java has the same coinage as Holland. 

Hong Kong. The monetary unit is the dollar (2s.). 

There are silver coins of 1 dollar, 50, 20, 10, and 5 cents, and a 
bronze coin of 1 centavo. 

Hungary. The monetary unit is the pengoe of 100 filler (9d.). 
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There are copper, nickel, silver, and gold coins, ranging from 1 
filler to 20 pengoe. 

Iceland. Monetary unit, krona of 100 aurar (10Jd.). 

The coinage is the same as Denmark. 

India. The monetary unit is the rupee of 16 annas (Is. 6d.). It 
formerly had a circulating value of two shillings, but, owing to the 
fall in the price of silver, its value decreased; but it has now been 
fixed at Is. 6d. 

The table of Indian money is as follows:— 

Bronze— £ and | anna. 

Nickel — 1 anna, 2 and 8 annas. 

Silver — 2, 4, and 8 annas, and 1 rupee. 

Notes of the value of 5, 10, 20, 50, 100, 500, 1,000 and 10,000 
rupees are in circulation. 

A pie is a unit of value equal to the 192nd part of a rupee. 

The mode of writing large sums in rupees above 99,999 is a 
peculiar one ; thus— 

100,000 rupees is written 1,00,000 rupees, and is read as 1 lac. 

133,000 rupees is written 1,33,000 rupees, and is read as 1 lac 
33,000 rupees. 

Sums above 9,999,999 rupees have another comma inserted, 
thus— 

10,000,000 rupees is one crore of rupees; and 14,13,12,500 
rupees is read as 14 crores, 13 lacs, 12,500 rupees. 

Another way of quoting rupees is in tens, written thus, Rx; 
thus Rx 3,990,000 indicates 39,900,000 rupees. 

Irish Free State. British coins and Irish coins are legal tender 
for amounts not exceeding £2. 

There are copper coins of |d. |d., and Id.; nickel coins of 3d. and 
6d.; and silver coins of Is., 2s., and 2s. 6d. 

Italy. The monetary unit is the lira of 100 centesimi (2Jd.). 

The following are the coins in use— 

Copper — 1 centesimo, 2, 5, and 10 centesimi. 

Nickel—20 and 50 centesimi, 1 and 2 lira. 

Silver— 5, 10, and 20 lire. 

Notes of 50, 100, 500, and 1,000 lire are issued by the Banco 
dTtalia. 

Japan. Monetary unit—Yen of 100 Sen (2s.). 
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The coinage is— 


Bronze— 5 Rin. 

„ 1 sen. 

Nickel— 5 „ 
Silver —10 „ 


99 


Gold 


20 

50 


99 

99 


— 5 Yen. 


99 „ 

Java. See “Holland.” 

Notes for various amounts are in circulation. 

Kenya Colony. Monetary unit, shilling of 100 cents (Is.). 

Notes are issued by the East African Currency Board for 5, 10, 
20, 100, and 1,000 shillings. 

Korea. Monetary unit, gold yen of 100 sen (2s.). 

There are gold, silver, nickel, and bronze coins. 

Latvia. Monetary unit, lat of 100 santimes (9Jd.). 

There are silver, nickel, and copper coins, and bank and State 
note issues. 

Lbichtenstein. The monetary unit is the franc as in Switzerland. 
The principality issues a 1 franc silver coin (9£d.). 

Lithuania. Monetary unit, lit of 100 cents (5d.). 

There are silver coins of 1 lit and 2 lits, and nickel coins of 5, 10, 
20, and 50 cents. 

Madeira. Portuguese money is the currency in use. See 
“Portugal.” English notes and silver are also freely accepted. 
Mauritius. The monetary unit is the rupee of 100 cents (Is. 6d.). 
Mexico. The unit is the dollar or peso of 100 centavos (2s.). 
The coins in use are : bronze, 1, 2, and 5 centavos ; nickel, 5 cen¬ 
tavos ; silver, 10, 20 and 50 centavos; gold, 1, 2£, 5, 10 and 20 


pesos. 

Morocco. The monetary unit is the real or 5 francs (French). 
There are silver and bronze coins and French notes and coins 
also circulate. 

Newfoundland. The monetary system is similar to that of 
Canada, and Canadian coins circulate freely. 

New Zealand. English coinage circulates throughout New 
Zealand# and is the only legal tender. 
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English bank notes are at a discount of 1 to 2£ per cent. 

Norway. The unit is the kroner of 100 6re (lOd.) The follow¬ 
ing are the coins in circulation— 

Copper—1, 2, and 5 ore (id.). 

Silver —10, 25, and 50 ore, 1 krone, 2 kroner. 

Gold —5, 10, and 20 kroner (£1 2s. 3d.). 

Bank notes are also issued for 1, 2, 5, 10, 50, 100, 500, and 1,000 
kroner. 

Palestine. The unit is the Palestine pound of 1,000 mils. 

There are silver coins of 50 and 100 mils (2s.), nickel-bronze coins 
of 5, 10, and 20 mils, and bronze coins of 1 and 2 mils. 

Panama. The monetary unit is the gold balboa of 2 pesos (4s. 2d.). 

1 peso—100 centavos. 

United States notes are legal tender. There is a local coinage of 
silver, nickel, and gold. 

Persia. The unit is the riyal of 100 dinars. 

There are two gold coins, the pahlavi (20 riyals) and the half- 
pahlavi (10 riyals). There are silver, nickel, and copper coins. 

Peru. The monetary unit is the sol of 100 centimos (Is. 6d.). 
The gold coins are the libra of 10 sols (£1) and the £ libra; and the 
silver ones the sol, 50, 25 centimos, quinto (20 centimos), dinero 
(10 centimos), and | dinero. 

The Bank of Peru issues notes for 1, 5, and 10 libra. 

Philippine Islands. The monetary unit is the peso of 100 
centavos (2s.). 

There are nickel and silver coins, and many bank and Treasury 
note issues. U.S. gold and notes circulate freely. 

Poland. Monetary unit, zloty of 100 groschen (6d.). 

There are gold, silver, nickel, and bronze coins, ranging from 
100 zloty to 1 groschen. 

Portugal. The monetary unit is the escudo of 100 centavos - 
(2£d.). The coins are— 

Bronze— 5 reis = £ centavo. 

,, 10 ,, = 1 ,, 

,, —20 „ = 2 centavos. 

Nickel— 50 „ = 5 „ 

„ —100 „ « 10 
Aluminium bronze—1 escudo. 

There are also gold coins, but they are not in general circulation. 
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Rumania. The monetary unit is the leu or ley of 100 bani (£d.). 

There are gold, silver, nickel, and copper coins of 1 banu, 2, 5, 
10, 20, and 50 bani, 1 leu, 2, 5 and 20 lei. 

Russia. The unit is the Tchervonetz of 10 roubles (1 rouble = 
100 kopecks). The coins in circulation are— 

Copper—1 kopeck (id.), 2, 3, 5 kopecks (lid.). 

Silver —10, 15, 20, 50 kopecks and 1 rouble. 

Notes of 1, 3, 5, 10 and 25 Tchervonetz, also for 1, 3, 5 roubles 
are issued by the State Bank of the Union of Soviet Socialist 
Republics. 

Spain. The unit is the peseta of 100 centimos (7d.), and the 
coins in circulation are— 

Bronze—5, 10 centimos. 

Silver —50 centimos, 1 peseta, 2, 5 pesetas. 

Gold —20 pesetas (16s.) and 25 pesetas (£1), 

Notes of 25, 50, 100, 500, and 1,000 pesetas are issued by the Bank 
of Spain. 

Gold is at a premium, and is not in general circulation. 

Sweden. The coinage is the same as Denmark. The krone is, 
however, called the krona [pi. kronor). 

There are bronze, silver, and gold coins, ranging from 1 6re to 
20 kronor. 

Switzerland. The monetary unit is the franc of 100 centimes 
The following is the coinage— 

Bronze—1 centime, 2 centimes (id.). 

Nickel—5, 10, 20 centimes (2d.). 

Silver —50 centimes (4fd.), 1 franc (9$d.), 2, 5 francs (4s.). 

Gold —10 and 20 francs (15s. 10d.). 

Notes of 20, 50, 100, 500, and 1,000 francs are issued by the 
Swiss National Bank, and are available throughout Switzerland. 
Gold is generally at a slight premium. 

Turkey. The unit is the piastre of 40 paras, and the following 
are the coins— 

Nickel—5, 10, 20, and 40 paras, and 25 piastres. 

Aluminium bronze—10, 5, and 2| piastres. 

Gold coins are not in general circulation. 

Union of South Africa and Rhodesia. The monetary unit is 
the pound as in Great Britain. 

37— 
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United States of America. The unit is the dollar of 100 
cents. Hie coins in circulation are (he following— 

Copper—1 cent ($d.). 

Nickel — 5 cents (2$rd.). 

Silver —dime of 10 cents (5d.), 25, 50 cents, 1 dollar (4s. 2d.). 

Gold —2$ dollars (10s. 5d.), 5 dollars, eagle of 10 dollars 
(£2 Is. 8d), 20 dollars. 

Treasury notes, gold certificates, silver certificates, and National 
Bank notes and Federal Reserve notes are issued in amounts of 
1, 2, 5, 10, 20, 50, 100, 500 and 1,000 dollars, and circulate at par 
with gold. 

Quotations of money are invariably expressed decimally in dollars 
and cents; thus $137,875 is written $137.87$ and read 137 dollars 
87$ cents. 

Uruguay. The monetary unit is the gold dollar or peso of 100 
centesimos (4s. 2d.). 

Venezuela. Monetary unit—Bolivar of 100 centimos (Bolivar 
9$d.) 

Gold, silver, and nickel coins are in circulation. 

Yugoslavia. The monetary unit is the dinar of 100 paras (Id.). 

Notes are issued in dinars. 

Zanzibar. The monetary unit is the rupee of 16 annas as in 
India. British sovereigns and half-sovereigns are legal tender to any 
amount. Indian Government coins circulate. 



COMMERCIAL TERMS, PHRASES, 
AND ABBREVIATIONS 


Al. This term is often applied to goods to denote that they are of the 
very best quality. It has fallen into constant use from the fact that Lloyd’s, 
in classifying boats on their register, at one time used this mark to denote 
ships of the highest class. The letter " A " indicated the character of the 
hull of the vessel, as being built in the best manner, and the numeral “ 1 *' 
indicated the efficient state of her stores, cables, anchors, etc. 

A DOMl'TE (French, on account) means a payment m part. 

44 ACT OF GOD.’* This is a phrase met with in Bills of Lading. It signi¬ 
fies those perils or dangers of the sea which are beyond human power to 
control or oppose—some unforeseen accident or natural cause which could 
not have been prevented by any reasonable foresight. Such is the case where 
a vessel is caught by a sudden squall and capsizes, or is struck by lightning 
and disabled, or where a vessel founders m a storm, being at the time sea¬ 
worthy, well-manned, and ably commanded. No person is legally liable for 
any loss arising through an “ Act of God.'* 

ADJUDICATION ORDER. An order made by the Court of Bankruptcy, 
by which a person is adjudged a bankrupt and his property vested in a trustee 
for the benefit of the creditors. This order is made on a creditor’s petition 
after the debtor has appeared before the Court and been publicly examined 
as to the cause of his insolvency ; but the Court may be induced to adjudge 
a debtor a bankrupt even when the creditors have come to no decision on the 
matter, or if the debtor himself applies for an Adjudication Order before his 
public examination. 

ADMINISTRATION ORDER. An order made by the Court, in cases of 
small bankruptcies, for the summary administration of the estate of the 
debtor when nis whole property is not likely to exceed -£300. It is also an 
order granted by a County Court to a person who is unable to pay a judgment 
debt obtained against him (but only when the whole amount of his indebted¬ 
ness does not exceed £50), by which he is permitted to pay his debts, either 
in full or by instalments at stated intervals, as the Court may direct. For 
the satisfaction of the Court the debtor must give a full list of his creditors, 
with the amount owing to each, together with the value of his estate and his 
income from all sources, and must sign a statement upon oath that he is 
unable to pay his debts in any other way. 

AD VALOREM. This is a Latin phrase signifying that specified charges v 
or duties are according to the value of the goods or articles, and not to the 
weight or quantity. A Customs ad valorem duty is, therefore, a charge of so 
much per cent, made on the value of certain articles, irrespective of their 
weight or Quantity. 

ADVANCE NOTES. These are drafts upon the owner of a vessel given 
by the captain or master to the seamen when they sign their Articles of 
Agreement. Advance notes are, as a rule, for one month’s wages, and as 
they are generally made payable three days after sailing, they enable the 
sailors to make some provision for their wives and families. 

AMORTISEMENT. The redemption of loans or bonds by annual payments 
from a sinking fund. The sinking fund is built up for the purpose of 
redeeming annually such an amount of bonds as are due to be paid off, along 
with th e in terest on outstanding bonds. 

ARBITRAGE. The buying of securities in one market and selling them in 
another. For example, buying American railway shares in London and 
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simultaneously selling them in New York. Owing to constant fluctuation 
to which, from a variety of causes, all securities are liable, one market may 
be selling the same shares cheaper than another and then, by means of tele¬ 
grams, a profitable arbitrage business may be conducted by buying the 
shares in the«cheaper market and selling them in the dearer one. 

Other branches of arbitrage, dealing with bullion, coins, or bills, fall within 
the business of bullion dealers and bankers. 

ARBITRATION. The act of settling a dispute by referring it to one or 
more neutral persons nominated by the disputants, whose decision, when 
written out and signed, is known as the award. This method has grown in 
public estimation during the last fifty years, and at the present time many 
disputes of the class which were formerly decided by the courts are now 
privately disposed of, and the award made by the arbitrator has the same 
effect as a judgment when it is taken up. A dispute may be referred to 
arbitration either by the consent of the parties out of court, or by order of 
the court. 

ASSAY. Chemically testing and analysing pieces of metal, minerals, etc., 
to determine their purity and ascertain the percentage of foreign matter. 
Assaying forms a very essential part of commerce, as two pieces of mineral 
may appear to be of the same composition, but when analysed may be 
found to be composed of totally different matter. 

ASSIGN. To make over property, as by Deed of Assignment; or transfer 
to another, by indorsement, those documents which convey a right to the 
money, property, or goods they represent. 

AVERAGE BOND. Where a ship has suffered an intentional loss of cargo 
in order to save the ship and the rest of the cargo, the master of the ship 
obtains from the consignees of the goods, before delivery is made, a bond, 
under which they agree to pay their proportion of the general average as 
soon as the amount is ascertained 

AVERAGE STATER OR ADJU STER. A person skilled in marine insurance 
affairs, who, when the insured are claiming indemnity for loss, is employed 
to prepare statements of the averages previous to their being adjusted by the 
underwriters, such statements often being of a most elaborate and intricate 
character, requiring great skill and experience in drawing them up. 

BACKWARDATION. Where a “ bear " speculator on the Stock Exchange 
wishes to continue his account, instead of delivering on the settling day the 
securities which he has sold, he arranges with his broker to postpone delivery. 
In such a case the broker must borrow the stock and pay for it at the “ making- 
up ” price. If the demand for money by the “ bulls ” is greater than the 
demand for the stock in question by the " bears,*' the “ bear ” may receive 
interest, called Contango, from the “ bull " for the money lent to the " bull M 
on the borrowed stock, but if the demand for the stock is so great that there 
is a scarcity of it, the “ bear M may have to pay a “ backwardation ” rate 
for the loan of the stock, instead of the “ bull ” paying interest for the loan of 
the money. 

f BANK POST BILLS. A Bank Post Bill may be described as a promissory 
' note issued by the Bank of England (which is the only bank in this country 
which issues them) undertaking at, usually, seven days after sight, to pay 
“ this my sole bill/* to a specified person or to order. The following shows 
the form of one of these bills— 

No. . London, February 1, 19.. 

At seven days 1 sight I promise to pay this my sole bill of exchange 
to or order fifty pounds sterling value received of 

Accepted, February 1, 19.. 

A, B. 

For the Governor of the Bank of England. 


C. D. 
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Although practically a promissory note, it may also be described as a bill 
of exchange drawn and accepted by a bank. The acceptance may be on the 
bill when it is issued, but if it is to be sent into the country it may be 
unaccepted when issued. 

When endorsed by the payee the bill is payable to bearer. They are issued 
for any amounts from £ 10 to £\ ,000. Bank Post Bills of the Bank of England 
do not take days of grace. 

Bank Post Bills were first issued in the year 1738. At that time highway 
robberies were very frequent, and it appears that these bills were originated 
on the suggestion of the Postmaster-General, so that, being payable at seven 
days after sight, in case of the mails being robbed, the losers might have 
time to give notice of their loss and have payment of the bills stopped. 

BARRATRY. Any malicious or unlawful acts committed by the master 
or crew of a vessel, whereby its owners are exposed to injury. Among these 
may be classed the sinking or deserting of a ship, delaying or defeating her 
voyage, smuggling, running off with a ship, or wilfully carrying her out of 
her prescribed course, or any offence whereby a ship or her cargo may be 
subjected to arrest, detention, forfeiture, or loss. 

BATTENED DOWN. A shipping term for securely fastening down the 
hatches on deck, so as to prevent a vessel from shipping water in a heavy sea. 

BERTH. A sleeping place on board ship ; also the place alongside a wharf 
or quay where a vessel is loading or discharging her cargo. A vessel loading 
or discharging, or ready to receive or discharge her cargo, is said to be “ On 
the Berth." 

BILL OF SALE (B/S). A document given as security for a loan or debt,* 
wherein the debtor transfers the right of certain goods and chattels to his 
creditor, and empowers him to seize and dispose of them upon the non- 
fulfilment of certain conditions regarding the periodical payment of both 
interest and principal named in the bill. Bills of Sale must be registered. 
Any person may search at the central office and obtain an official copy of 
any bill of sale. 

In another and distinct application, Bill of Sale is the form of contract 
or the medium for the transfer of ships or shares therein, and requires entry 
at the Custom House. 

BLANK TRANSFER. A blank transfer of stock or shares is a transfer 
where the name of the transferee has not been filled in, or which is undated. 
It is sometimes used when shares are given as security for a debt, the inten¬ 
tion being that if default is made in payment, the lender may fill in his own 
name as transferee, or insert the date, and send the instrument forward for 
registration. If a blank transfer is to be held unstamped, it should not be 
dated, otherwise it cannot after thirty days from execution be stamped, 
except under a penalty. 

BOTTOMRY BOND. A mortgage on a ship, obtained by the captain or 
owners of her, and given as a security for the repayment of money advanced 
to them for the purpose of effecting repairs, fitting the boat out for a voyage, 
procuring her a cargo, or any other requisite the ship may require, the money 
advanced, and the interest upon it, being payable on the termination of the 
voyage. Should the boat be lost, miscarry, or be cast away, the lender loses 
the whole of his money, as it is an essential part of the contract that repayment 
of the loan is to be made only provided the boat reach her destination in safety. 
It is called a " Bottomry Bond “ because the borrower pledges as security 
the keel (bottom} of his ship—a part which represents the whole. 

When money is procured on the cargo of a ship, the borrower's personal 
responsibility becomes the chief security for the loan, and it is then termed 
41 Respondentia/’ 

BRAND. A trade-mark made by impressing a hot iron on casks or packing 
cases, usually indicating the quality of the article. Thus we speak of a fine 
brand of cigars. 
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BRASSAGE. A charge which was made at one time by the Mint, to cover 
the expense of coining, when anyone took gold bullion to be coined. The 
charge was abolished in 1666. 

CAMBIST. A term applied to one who exchanges foreign money, or deals 
in foreign notes or bills of exchange. It is also applied to a book in which 
the weights, measures, and moneys of different countries are converted into 
those of one particular place. 

CARAT. A measure by which goldsmiths and assayers denote the fine¬ 
ness of gold—the twenty-fourth part of an ounce. Any portion of gold is 
supposed to be divided into twenty-four parts, and if it is all pure gold it is 
said to be " twenty-four carats " fine. English gold coins contain eleven 
parts pure gold and one part of copper ; that is, standard gold is eleven- 
twelfths fine, and eleven-twelfths of twenty-four carats equal twenty-two 
carats fine. 

The word is, by some, supposed to be derived from the native name of a tree, 
the seeds of which, owing to their uniformity of size, were used for weighing 
gold. A carat does not now, however, represent any particular weight, but 
merely states the proportion of gold there is in any given weight. 

CERTIFIED TRANSFERS. Transfers are often certified upon the margin, 
by the secretary or registrar of a company, that the certificates for the shares 
dealt with in the transfer are in the company's office. The words generally 
used are, “ Certificate for shares, paid, has been lodged at 

•‘the company's office. Date 

*• The Company, Limited, 

, Secretary." 

Or sometimes the words are “ Coupon for / received at the company’s 

office by 

The certification is for the purpose of facilitating dealings in shares. The 
broker for the transferor sends the certificate and transfer to the company 
to be certified, and the transferee accepts the certification as an assurance that 
the certificate is apparently in order. 

4 CHEAP MONEY. Money is said to be “ cheap ” when it can be borrowed 
at a low rate of interest. Money is called “ dear " when, owing to its scarcity, 
it can be borrowed only at a high rate. 

CHOP. The word ** Chop ** means a brand. It is customary for merchants 
in the Eastern trade to put a distinguishing “ chop " (usually in native 
characters) upon each of the various makes of goods they deal in, so that 
the natives who would not understand our marks, may, when ordering, 
name the “ chop " which they desire to have. 

'J COLLATED TELEGRAM. A telegram repeated on its way from station 
to station, at the desire of the sender, and at an additional charge, to secure 
its correct transmission. 

CONSIDERATION MONEY. On the Stock Exchange, consideration money 
is the amount named in a transfer of registered stock, as being paid by the 
buyer to the seller; but the amount often differs from that actually rec*iv§d 
by the seller owing to a subsequent sale made by the buyer, the Stamp Act- 
requiring in such cases that the consideration-money paid by the sub-purchaser 
shall be the one inserted in the deed, as regulating the Ad Valorem Duty. 

CONSOLIDATED ANNUITIES. A term applied to the consolidation or 
amalgamation of various annuities into one common debt. These are called 
“ consols ” on the Stock Exchange. 

CONTANGO* The contango is a charge made by a stockbroker to a specu¬ 
lator for “ carrying over ” tike stock transaction he has had with him until 
the next Stock Exchange Settlement. 

For example, a person buys a certain stock which he does not intend to 
pay for, hoping that it will rise before the following settlement, in which oase 
he would sell out at once, neither paying nor receiving the price, but only the 
profit from his broker; the stocky however, contrary to his expectation, may 
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fall instead of rising, and as the speculator still hopes for improvement, rather 
than sell out at a loss he arranges with his broker to “ carry over ** or 
" continue '* the bargain until the next settlement after the present one; for 
the loan of the money to enable this to be done, the broker makes a charge, 
which is known as 11 Contango.*' In the above case the speculator is called 
a “ bull,** that is, one who anticipates a rise in the stock dealt in. 

The broker for the " bull *’ borrows the money, at '‘making-up** price, 
to pay for the stock, and gives the lender the stock, agreeing at the same 
time to take it back at the next settlement. The lender will probably be a 
“ bear,** who requires that particular stock. If, however, there is a scarcity 
of that stock, a “ bear ** may be so anxious to secure it that he will pay the 
“ bull *' a “ backwardation ** rate for the loan of the stock instead of the 
“ bull ** paying interest for the loan of the money. 

CONTINGENT LIABILITY. A liability which is uncertain. For example,* 
if Brown has given a guarantee on behalf of Jones, it forms a contingent 
liability; if Jones fails, the guarantee will become an actual liability and must 
be met by Brown. It is necessary, in the event of Brown furnishing his banker 
with a copy of his balance sheet, that the banker be advised of the existence 
of the guarantee or of any other liability dependent upon a contingency. 

COUNCIL DRAFTS. Drafts issued by our Government upon the Indian 
Government and payable at the Banks of India. They are issued to prevent 
the frequent transmission of bullion from the one country to the other. 

COUPON. A coupon is a warrant for the payment of interest. It is 
usually attached to a bond or debenture, and requires to be cut off when the 
time has arrived for its presentment for payment. Where the interest on 
debentures or bonds is paid by means of coupons, a sheet of coupons is sup¬ 
plied. The sheet contains a series of coupons, there being a coupon with a 
different date for each payment of interest, quarterly or half-yearly, as the 
case may be, for several, and in cases of large coupon sheets, for many years 
to come. Where no date of payment appears on the coupons, they are pay¬ 
able on advertised dates. If the date of payment falls on a Sunday or a Bank 
Holiday, they are payable on the succeeding business day. 

CRANAGE* A charge made at some seaports for the hire of a crane, 
when used for loading or unloading such goods as are too heavy for the 
ordinary tackle on board. Also a charge made by dock companies for using 
their cranes for any purpose whatever. 

CUM DIV. (Short for cum dividend, “ with dividend.**) It means that 
the purchaser of shares bought on this understanding is entitled to the divi¬ 
dend due to be paid, and if the dividend is sent by the company to the seller, 
the latter must hand over the amount to the purchaser. Most stocks are 
“ cum div.'* until the Pay Day following the declaration of dividend. 

CUM DRAWING. This term is used when bonds are dealt in at or near 
the time a drawing takes place; it means that the securities are sold with 
any benefits that may arise from the drawing. If the bonds are drawn for 
repayment at par, or at a premium, the buyer receives the profit. 

CUM NEW. With the right to claim any new shares or new issues of stock 
about to be issued in virtue of present holdings. Joint-Stock Companies, 
when increasing their capital, sometimes off er a number of new shares to each 
of the existing proprietors, and as such shares usually command a premium 
in the open market, shareholders often sell their right to the allotment by 
signing a Letter of Renunciation in the buyer's favour, by which means 
the former would secure the premium on the new shares without incurring 
any liability with regard to them. The original shares , if dealt in about that 
time, and sold with the right to claim the allotment of the new shares, would 
be quoted ** Cum New." 

CUMULATIVE DIVIDEND. Preference shares have a preferential right 
to dividend before ordinary shares, and if the profits of the company in one 
year are hot sufficient to pay the full dividend, the profits of succeeding years 
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axe used for that purpose, and until the preference shares receive a full divi¬ 
dend for each year, the ordinary shares receive nothing. The dividend in 
such cases is called cumulative. 

If, however, the preferential right as to dividend is confined merely to the 
profits of each year, the dividend is non-cumulative. 

CURRENCY. The circulating medium of a country, by means of which 
sales or purchases are effected without having recourse to barter. Among 
savage nations various kinds of articles have been used as a circulating 
medium ; but as nations became more civilised, the precious metals, par¬ 
ticularly gold and silver, came generally to be employed. As trade advanced, 
however, and commercial transactions became large and frequent, metal 
money was found to be inconvenient for transport, and recourse was had 
to a paper currency. In this country, therefore, the currency includes 
Bank of England notes in addition to the coinage of the realm. A depreciated 
currency is a currency the exchange value of which is not equal to its nominal 
value in bullion. 

4 CUSTOM HOUSE. A Custom House is a place appointed by the Govern¬ 
ment for the purpose of imposing and collecting the duties upon the exporta¬ 
tion and importation of certain commodities, and also upon the shipping 
trade generally, under the existing tariff of the country. 

DAY TO DAY LOANS. (Sometimes quoted in the newspapers as ” Day 
to Day Accommodation,’* ” Day to Day Money," and " Call Money.") These 
are sums of money lent out by bankers to bill brokers, stockbrokers, and 
others, at a fixed rate of interest for a single day, on the distinct under¬ 
standing that they can be called in, if required, at a moment’s notice. These 
day to day loans are, however, frequently continued and extend over a 
considerable time, but always on the understanding that the loans are, as it 
were, made freshly every day. 

f DEAD FREIGHT. This is the compensation payable to the shipowner 
when the charterer has failed to ship a full cargo. The amount is, generally, 
assessed by ascertaining the loss actually sustained by the shipowner, after 
taking into account the further expenses he would have been put to if the 
whole cargo had been shmped. 

DEAD LETTER OFFICE. This Office, called also the Returned Letter 
Office, is situated at Mount Pleasant, London, E.C.l. It is a department of 
the General Post Office in which undelivered letters are opened and returned 
to the writers, or otherwise disposed of. 

DEAD RECKONING. The calculation made of a ship's whereabouts by 
means of the compass and log-line—the former serving to point out the course 
she sails on, and the latter the distance run. From these two things a 
skilful mariner, by making proper allowances for the variation of the compass, 
currents, etc., is enabled, without any observations of the sun or stars, to 
ascertain the ship’s place fairly well, in any part of the world. 

DECODE. To decode a telegram is to translate the code words into the 
words or figures which they represent. 

i DEFICIENCY BILLS. When the revenue balance m the Bank of England 
to the credit of the Government is insufficient for payment of the quarterly 
dividends, the deficiency is borrowed from the Bank upon “ Deficiency 
Bills.” These bills must be paid off before the end of each quarter, and the 
rate of interest charged is one half of the Bank of England rate of discount, 
with a maximum of three per cent. 

J DELIVERY ORDER. An order addressed to a railway company, shipping 
(company, dock company, or superintendent of warehouses, to deliver certain 
goods to the person named therein. Such orders are sometimes sent to a 
bank from a correspondent to be handed over to the right party on payment 
of the sum named. In some cases a cash order is attached to the delivery 
order, and on payment of the cash order the delivery order is given to the 
person entitled to it. 
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DEMONETISE* Coins are said to be “ demonetised" when they are 
removed from the rank of a legal tender to that of token money. 

DEMURRAGE* A charge of so much per day made by the owners of ships • 
and barges for their detention beyond a stipulated time. Legal holidays 
and Sundays are not included in demurrage charges. The term is also used 
for a charge of so much per day made by railway companies for detaining 
their horse-boxes, wagons, trucks, and carriages beyond a certain time. 

DERELICT* Boats and ships forsaken or found at sea and having no 
person in charge of them ; goods cast upon the shores by the waves, aban¬ 
doned, or wilfully cast away by the owner. Every master or person in com¬ 
mand of a British ship who becomes aware of the existence on the high seas 
of any floating derelict vessel, must notify the same to the Lloyd's agent at 
the next port of call. Salvage is payable to persons bringing derelicts into 
safety, whether their owners appear to claim them or not. 

DOCK WARRANT* A Dock Warrant is a document issued by a dock i 
company stating that the goods as described therein are entered in their 
books, and are deliverable to the person mentioned or his assigns by 
endorsement. 

A dock warrant may be in the following form— 

X. & Y. DOCKS COMPANY. 

No. 19.. 

Warrant for 

imported in the ship Master 

from entered by on the 

deliverable to or assigns by endorsement hereon. Rent 

commences on the and all other charges from the 

date hereof. 


Rate Charged 


Mark. 

Numbers. 

| Weight. 


Gross. 

Tare. 







Ledger No. Folio 

, Clerk. 

, Warrant Clerk. 

The Factors Act, Section 1, ss. 4, states that the expression “ document of 
title " includes a Dock Warrant, and any warrant or order for the delivery 
of goods, and any document authorising, either by endorsement or by delivery, 
the possessor of the document to transfer or receive the goods. 

DUNNAGE* Any article used in stowing a ship's cargo to protect it from i 
damage during the voyage; s.g., pieces of wood for laying at the bottom 
or against the sides of a ship's hold to protect goods from being damaged 
by sea-water, in case of the vessel becoming leaky, or mats used as a covering 
to protect the goods underneath from being damaged by the weight above 
them ; or cocoa-nuts, billet wood, or other small articles to fill up the spaces 
between other goods and prevent them from shifting. 

EMBARGO* A Government order to prevent ships from loading or un¬ 
loading certain goods, or from entering or leaving a port, sometimes enforced 
in times of war. In a legal sense, an authoritative order to prevent the 
removal of property, pending some judicial proceeding against the owner. 

ENFACED PAPER* A term given to the promissory notes of the Indian 
Government (known in the market as “ Rupee Paper ") when they bear a 
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notification that the interest upon them can be collected by presenting the 
notes at the Imperial Bank of India, London. The interest is paid by drafts 
payable in India, and these are readily bought at the current rate of exchange 
by money dealers and others, and sold to parties having remittances to send 
out there. A 

ENTREPOT. An intermediate foreign port or warehouse for the temporary 
reception of goods which are in transit to another place. The goods remain 
in entrepdt until the arrival of a conveyance going to their destination, or 
until arrangements can be made for their removal up country 

EX ALL. When these words are added to the quotation of the price of 
any stocks or shares, they mean that any dividend due, any bonus, return of 
capital, and right to claim any new stocks or shares about to be issued, are 
retained by the seller. 

EXCHEQUER BONDS. These are Government securities forming part 
| of the unfunded debt of the country ; they are of a more permanent character 
than the Exchequer bills, as they run for a much longer period. The bonds 
bear interest at so much per cent, per annum, payable half-yearly, until the 
expiration of the time for which they are issued, and they are then subject 
to redemption at par. Both principal and interest are paid out of the 
Consolidated Fund. 

EX COUPON. Without the interest coupon. 

EX DIVIDEND. (Abbreviated to Ex Div. or X.D.) Without the divi- 
I dend due or accruing. When a stock is sold it is presumed, unless there is 
an agreement or custom to the contrary, that any dividend owing upon 
it is carried over with the sale to the buyer, and it is then said to be sold 
“ cum div/* 

EX DRAWING. This term is used when bonds are sold without any 
benefit that may arise from a drawing about to take place. 

EX NEW. Without the right to claim any new stocks or shares about to 
be issued. It sometimes happens that gas, railway, and water companies, 
when requiring more capital, issue a number of new shares, offering the 
allotment of them pro rata to existing shareholders. Parties therefore 
operating about that time would, if they wished to retain the privilege of 
taking the new shares, sell their holdings in the original stock “ Ex New.” 
(See Cum New.) 

EXPANSIVE THEORY. The theory that in a monetary crisis the Bank 
of England should expand, and not contract, its issues. The Bank Charter 
Act of 1844 placed restrictions upon the issue of notes, but in the three great 
crises of 1847, 1857, and 1866 the Act had to be suspended, and, instead of 
the Bank restricting its issues, it was permitted by the Government to increase 
them beyond the amount of its authorised issue ; on each occasion the appli¬ 
cation of the Expansive Theory saved the situation after the Restrictive 
Theory, as contained in the Act, had proved to be ineffective. 

FEE SIMPLE. Where a person is absolute owner of an estate he is said to 
own it in fee simple, and he can practically do with it what he likes. If he dies 
intestate it goes to his heirs. A conveyance of a freehold to a purchaser 
in fee simple contains such words as ” To hold on to and to the use of the 
purchaser in fee simple/' or what has the same effect “ To the use of the 
purchaser, his heirs and assigns, for ever.” Legally all land is held directly 
or indirectly from the king, but practically that does not affect the absolute 
ownership in a fee simple. 

I FIDUCIARY ISSUE. A term applied to the note issue of the Bank of 
‘•England, which is authorised against the Government Debt and securities 
as distinguished from the note issue against gold. 

FIR$T*€LASS PAPER. Treasury Bills and bills which bear the names of 
I banks and financial houses of the very highest standing. They are so called 
’ to distinguish them from second and third-class bills, where the security is 
not so goo<L 
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FLOATERS. A term used to signify the first-class bearer securities, for 
example, Exchequer Bonds, Treasury Bills, etc., which bill brokers deposit 
with banks against money lent to them at call. When the money is called in 
by one bank the broker must borrow from another, and thus his securities 
move or float about from one bank to another. 

FLOTSAM. This is a marine insurance term given to goods, forming part 
of the cargo of a ship which has met with disaster, which are found floating 
on the sea. 

FORCE MAJEURE. Circumstances or events which no human precaution 
could have averted, or which no fraudulent intention could have produced ; 
those dangers and accidents which are beyond human power to control or 
oppose. 

FUNDED DEBT. A debt which is permanent like Consols; that is, a 
debt upon which the Government pays regular interest without being under any 
obligation to pay the principal. 

When an unfunded debt which is subject to repayment is changed into a 
permanent debt, the operation is called “ funding the unfunded debt/* 

The unfunded debt of this country consists of Treasury Bills and Exchequer 
Bonds. 

GARNISHEE ORDER. An order served on persons owing the judgment $ 
debtor money, warning them not to part with such money, pending a settle¬ 
ment of the claim against him, the object being to prevent the debtor from 
receiving the money and applying it to his own use instead of paying his 
creditors. If it can be proved that a judgment debtor holds stocks or shares 
in any public company, a charging order may be obtained against them. 

GAUGE (Noun). (1) A measuring rod to ascertain the contents of casks ; 
(2) A standard of measure. 

GAUGE (Verb). To ascertain the contents of casks, that is, the number 
of gallons contained in them, by means of a gauge or gauging rod. 

GAUGER. The officer of Customs or Inland Revenue, whose business it 
is to ascertain the contents of casks. 

u GAZETTE.” An official publication issued by Government authority 
containing the current legal and State notices, such as a summary of the 
cases passing through the Bankruptcy Court, a list of the Government 
appointments, notices of the dissolution of partnerships, promotions in the 
army and navy, and a general record of important passing events collected 
for public information. 

GILT-EDGED SECURITIES. Securities of the highest order and which * 
are considered to be absolutely safe. 

Stocks in which trustees may invest the trust moneys are “ gilt-edged.*' 

GODOWN. A warehouse in the East where goods are stored until they are v 
required for use. 

GUINEA PIG. A slang Stock Exchange expression to signify a person 
who acts as a director of various companies merely for the sake of the fees 
to be obtained. 

HAMMERED. When a member of the Stock Exchange is unable to comply 
with his engagements, the head waiter strikes three blows with a mallet 
upon the rostrum of the House and briefly announces the member's default. 

A defaulter is thus said to be “ Hammered," and his name is immediately 
posted on a board devoted to the purpose of showing those members who 
have been expelled from the Stock Exchange owing to their being unable 
to meet their liabilities. 

HIGH SEAS. By international law every country bordering on the sea* 
has the exclusive sovereignty over such sea to the extent of three miles from 
its shore, so much of the ocean being known as the territorial sea, or the 
mare clausum (Latin, the closed sea); and all beyond is the high seas, open to all. 

HONG. The name given by the Chinese to any factory belonging to 
European merchants at Canton. 
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4 HYPOTHECATION. Property which is mortgaged or pledged is sometimes 
said to be hypothecated ; but the precise meaning of the word is the charging 
of property to a creditor while the property itself remains in the possession 
of the debtor. 

* INTERIM DIVIDEND. The dividend of a joint-stock company is declared 
by the company in general meeting ; but power is given, in most Articles of 
Association, to the directors to pay to the members such interim dividends 
as appear to them to be justified by the profits which have been earned. An 
interim dividend is, therefore, one which is paid in the meantime, and which 
comes forward for confirmation when the general meeting is held. An in¬ 
terim dividend which is paid in, say, July, is often less than the amount 
paid in January ; for example, if the dividend for the year is likely to be 
15 per cent., 5 per cent, may, perhaps, be paid in July and 10 per cent, in 
January. 

INTRINSIC VALUE. There is no such thing as intrinsic value. As the value 
of anything is what it can be exchanged for, if it cannot be exchanged for 
anything it has no value. Money is frequently said to have an intrinsic 
value—that is a value within itself—but on an island where there are no 
inhabitants, money could not be exchanged for anything, and in such a case 

At would be absolutely without value. 

* JETSAM. In marine insurance the term means the goods which are cast 
into the sea from a ship in distress, and which sink and remain under water. 

JETTISON. The act of deliberately throwing overboard part of the ship's 
cargo, or cutting away her masts, sails, etc., for the preservatibn of the rest, 
in cases where the vessel requires lightening to enable her to weather a storm, 
or when she is otherwise in danger. All loss which arises in consequence of 
extraordinary sacrifices made for the preservation of the ship, is borne 
proportionately by all who are interested. 

LAC OR LAKH. A Hindustani term, which, in its original acceptation, 
is applied to the computation of money in the East Indies. A lac of rupees 
is equal to 100,000 and is written 1,00,000. 

LAME DUCK. An expression used on the Stock Exchange to point out 
a defaulter who, being unable to pay his differences or meet the claims made 
upon him, is “ hammered " and expelled from the House. 

( LAND WAITER. A Customs officer who tastes, weighs, measures, and 
examines goods liable to duty, and takes an account of them, for the purpose 
of taxation, on their being landed from a ship; or, in the case of exported 
goods, who watches over and certifies that the goods are shipped in accordance 
with the prescribed form. He is also called a Landing Officer. 

LAY DAYS. A shipping term for the number of days allowed for loading 
and unloading ships, as agreed upon by the owners and charterers, or the 
owners and freighters, as the case may be. The lay days commence as soon 
as the ship has been given permission to load or discharge. 

LETTER OF CREDIT. A Letter of Credit is a document issued by a banker 
authorising the banker to whom it is addressed to honour the cheques of the 
person named to the extent of a certain amount, and to charge the sum to 
the account of the grantor ; or it may be worded so as to authorise the person 
to whom it is addressed to draw on demand, or at a currency, upon the banker 
issuing the letter, and the grantor undertakes, in the letter, to honour all 
drafts drawn in accordance with the terms of the credit. The latter states 
the period for which the credit is to remain in force, and it should be endorsed 
with particulars of all drafts drawn under the credit. When a Letter of 
Credit is issued, the amount is debited to the customer's account and credited 
to a Letters of Credit Account. 

LETTER OF INTRODUCTION. A letter addressed by banks, mercantile 
houses, and others, to their agents, correspondents, or mends at a distance, 
introducing the bearer of the letter to them and requesting a favourable 
reception for him. 
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LIEN (BANKERS’). A lien is the right to hold a person's property until 
payment of a debt is received. A lien does not, however, give the banker 
any right to sell the property, and legal advice should be obtained before 
dealing with securities held by way of lien. 

A banker has a lien upon all negotiable securities deposited with him in 
his capacity as banker, by custom, unless there is an express contract, or there 
are circumstances showing an implied contract inconsistent with the Hen. 
The lien is not affected by reason that the negotiable securities do not belong 
to the person depositing them if the banker is unaware of the fact. 

A banker has no lien on securities which are deposited for some particular 
purpose. For example, it has been held that where a conveyance of two 
separate properties was deposited, with a memorandum of charge upon only 
one of the properties, the banker had not a general lien upon the other property. 

Bills and documents left for collection are part of the banker's ordinary 
business, and he has a lien upon them. 

A banker, as a gratuitous bailee, has no lien upon articles left for safe 
custody, 

LIEN MARITIME. Lien is the particular right to detain another's goods 
until some claim upon them, or debt of their own, has been paid ; and mari¬ 
time lien is a peculiar right which attaches to a ship in connection with a 
liability arising out of an adventure at sea. It apphes to ships, freight, 
or cargo, and does not depend upon possession, but requires a legal process 
for its enforcement. It may arise by law or by special contract. Seamen 
have a lien on a vessel for their wages, etc. 

LLOYD’S BONDS. Bonds, named after the counsel who invented them, ^ 
which were devised for the purpose of enabling a railway company to 
borrow money in excess of its borrowing powers. Such bonds are void, 
as between the companies and the original holder ; but a subsequent holder 
for value is entitled to recover both principal and interest. 

LOCUM TENENS. A deputy or substitute, or one who acts for and 
represents another during his absence. 

LOCUS SIGILLI. The letters L.S. inside a circle are often found on a 
printed document, such as a form of transfer, to indicate where the seal or 
wafer is to be placed. In making a copy of a document under seal, the place 
of the seal is marked in the same way- 

MARKED CHEQUES. Cheques which have been marked by the banks . 
upon which they are drawn, certifying that they are in order and certain * 
of being paid when presented. 

MATE’S RECEIPT. A receipt given by the mate of a ship for goods 
which have been received on board. This receipt is afterwards given up 
to the shipbroker in exchange for the Bills of Lading. 

MEASUREMENT GOODS. Goods on which freight is charged by measure¬ 
ment instead of by weight, forty cubic feet being reckoned to the ton. 
Light goods in cases or bales are usually charged for in this way, as they take 
up so much more space than heavy goods. 

MIDDLE PRICE. The central price between those at which a dealer ^ 
offers to buy and sell. For example, if a dealer offered to buy at eight or 
sell at ten the middle price would be nine, and it is very probable that a 
bargain might be struck at this latter figure. 

MILLING. The indented or ridged edge of a coin. In olden times the * 
edges of coins were frequently clipped or filed by dishonest persons, and the 
clippings or fUings sold by weight. In order to prevent that practice, milling 
was invented. The edge of a coin is also turned in order that the raised 
flanges may afford a certain amount of protection to the figures on both sides 
of the coin. 

MINUTE BOOK* The book in which is kept a brief record of the business , 
transacted at the general meetings of the shareholders of a company, and at ■ 
the ordinary meetings and committee meetings of the directors. 
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Loans granted, appointments made, salaries increased, and all resolutions 
of various kinds by the directors of a bank, as well as reports submitted to 
them, are entered upon the minutes. The minutes are signed by the chairman 
of the meeting, or by the chairman of the next succeeding meeting. All 
companies are required by law to keep minutes of the proceedings of their 
meetings and the meetings of the directors. 
j MULTIPLE TELEGRAMS. Telegrams sent to several persons in the 
^same place, or to one person at several residences or addresses in the same 
place. 

NISI PRIUS. The name usually given in England to the sittings of juries 
in civil cases. The phrase is derived from the first two words of the old 
Latin writ summoning the juries to appear at Westminster, unless before the 
day appointed the judges shall have come to the county. 

NOMINAL CONSIDERATION. Where shares are transferred without 
any money being paid for them, as where a holder transfers them to a bank 
or to the nominees of a bank as security for an overdraft or a loan, a nominal 
consideration, generally 5s. or 10s., is inserted in the document of transfer. 
Such a transfer is subject to a stamp duty of 10s. 

NOTARY PUBLIC (N.P.). A specially authorised person who attests, 
copies, or translates certain documents and writings, or proves their validity 
for the purpose of giving them effect abroad, and whose business it is to pre¬ 
sent dishonoured bills of exchange and protest or note their non-acceptance 
or non-payment. 

NOVATION. Novation is the substitution of a new obligation for an old 
one. Where one bank amalgamates with another the debtors of the old 
bank, as well as those who have given security in any form, are required 
to sign a form of assent agreeing to the transfer of their obligations from one 
bank to another. Until the form of assent is signed the debt, or security, 
should not be transferred from the one bank to the other 

PARI PASSU. Where one matter is progressing pan passu with another 
it means that they are both progressing with equal steps or equal energy. 

PARITY. In normal times, the London Stock Exchange takes the 
American dollar as of the value of 4s., whereas the price of American securities 
are cabled from New York to this country taking the dollar as representing 
slightly more than 4s. ljd. The term “ London Parity " means the English 
equivalent at 4s. per dollar of the New York prices. 
t PASSPORT. A passport is an official document issued by the Foreign 
Office vouching for the respectability of the person named therein, and is 
used by thatperson when travelling in foreign countries. 

POST OBIT BOND. A bond which is payable only after the death of the 
' person named therein. These bonds are made by parties entitled to rever¬ 
sions, who, in consideration of a sum of money being advanced to them at 
once, guarantee repayment of a larger amount than that received, and a 
certain rate of interest upon it, on the death of the person at whose decease 
they will receive a benefit. 

» POWER OF ATTORNEY. A formal document by which one person is 
r authorised or empowered to act for another. 

It is commonly used in cases where a person (donor or grantor) is going 
abroad for a long time and wishes to give someone (the donee or grantee) 
power to act for him in his absence. The power given in the document 
varies according to the wish of the donor, and when a power of attorney is 
exhibited to a banker for registration he should be careful to observe the 
exact wording of the instrument, and in particular to see whether power 
is given by special clause to draw cheques upon the donor's account, to make, 
to draw, accept, and endorse promissory notes and bills, to mortgage securities 
or overdraw his account. 

A power of attorney is determined (».#*, ceases to be effective) by the death, 
insanity, or bankruptcy of the donor. 
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PRIVATE ARRANGEMENT. An arrangement made privately between* 
an insolvent trader and his creditors, whereby he is still permitted to carry 
on the business or is to liquidate it on certain conditions made at the time, 
instead of going through the court and being made a bankrupt. The object 
of creditors in accepting a private Deed of Arrangement is to avoid the heavy 
costs which an official liquidation would entail, and so get the largest possible 
amount out of the estate. Deeds of Arrangement must be registered. 

PROXY. The person who acts for another, also the document appointing * 
him. The Articles of Association of a company usually provide for votes 
being given by proxy. 

PYX. The Pyx is a box in which are preserved samples of coins made at 
the Mint. A jury of the Goldsmiths' Company, who are summoned by the 
Lord Chancellor, test the coins annually, called the “* Trial of the Pyx/' to 
see that the legal weight and fineness of the coins are maintained. 

QUORUM. The legal number of members of a committee or board of * 
directors who may hold a meeting and transact business as arranged by the 
rules of the society or company they represent, 

RACKING. A Custom House term for— 

(1) Drawing off wines or spirits from the lees or sediments ; 

(2) Transferring wines or spirits from an unsound cask to a sound one ; 

(3) Transferring the contents of one large cask into several smaller ones; 

(4) Combining the contents of several small casks into one large one. 

REBATE. A discount or allowance. The term is mostly used by bankers 

and others for an allowance made by them to parties taking up bills of exchange 1 
before they are due. It is also used for any return of discount made by bill 
brokers and bankers when discounted bills are taken back again, previous 
to their arriving at maturity, by the parties who place them under 
discount, 

RE-INSURANCE. When an insurer, or an insurance company, has under- „ 
written a considerable risk, it is the general custom to re-insure with other 
persons or other companies so that the possible loss may be widely distributed. 

RESERVE LIABILITY. The part of a company’s share capital which, 1 
when so resolved by the shareholders, cannot be called up except in the event^ 
of the company's being wound up. 

RESPONDENTIA. A loan raised upon the cargo of a ship on the personal 
responsibility of the master. An instrument by which the master of a ship I 
hypothecates the cargo, as security for the repayment of money borrowed 
at a foreign port in order to effect repairs which are absolutely necessary 
to enable the ship to resume its voyage. Such a loan is repayable only if 
the ship arrives in safety at its destination. The captain has no authority 
to create such a charge except in case of necessity, and where he has no other 
means of raising the money and is unable to communicate with the owners. 

RESTRICTIVE THEORY. The theory that, in a commercial crisis, the 
Bank of England should restrict its issue of notes, but in the great crises of 
1847, 1857, and 1866, the Bank Charter Act, which embodied the restrictive 
theory, had to be suspended, and the situation was saved by the Government 
granting permission to the Bank to expand its issue beyond the limit fixed 
by the Act. 

RIG. To " rig " a market (a Stock Exchange term) means to force up^ 
the price of any security without regard to its real value. Rigging a market 
is usually effected by secretly buying up such a quantity of any security as 
will produce an artificial or temporary scarcity, until the price (owing to the 
demand being greater than the apparent supply) is enhanced far above the 
real value of the security, thus enabling the “ riggers " to resell their holdings 
at a forced profit. 

RING. A combination of capitalists formed for the purpose of raising the i 
price of a certain commodity above its ordinary market value by withholding 
it from circulation. 
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^ ROYALTY. ( 1 ) Dues paid by a person or company working a mine, to 
the owners of the land for the privilege of working the ore, coal, etc. 

(2) Payments made to a patentee for the use of his patents. 

(3) Allowances, according to the number of copies sold, made by a publisher 
to an author for the privilege of publishing and selling his book. 

RUMMAGING. This is the name given to the searching of a vessel by 
the officers of the Custom House for the purpose of ascertaining that neither 
dutiable nor prohibited goods are concealed on board. 

RUNNING DAYS. A chartering term for consecutive days, including 
^Sundays; the ship, therefore, not being limited to working days. 
i SCRIP. The provisional certificate of a person's share, in a joint-stock 
* company or Government loan. The word “ scrip ** is contracted from 
subscription. 

When the Government of a foreign country wishes to issue a loan, or when 
a public company needs to borrow money, the public is invited to subscribe 
by means of a prospectus. A subscriber who applies, should his application 
be successful, receives a Letter of Allotment. This letter is exchanged 
for “ Scrip " when the subscriber pays the first instalment of the purchase 
money for the share or shares. A Piece of Scrip contains a number 
of bonds or shares taken up by the subscriber ; a receipt giving the amount 
and date of the first instalment paid by the subscriber; the amounts and dates 
of each instalment which remains to be paid. When these instalments 
axe all paid the Piece of Scrip is exchanged for a bond or share certificate. 

SEIGNIORAGE. The profit which a Government makes on the manu¬ 
facture of coins. Even before the right to sell bullion for coin at the Mint was 
withdrawn in 1925, there was no charge for converting bullion into coin in this 
country, but in many other countries a slight charge is made, which covers the 
mint cost to those who bring bullion to the mint for coinage. The coinage of 
gold has been free since 1666 . In England sovereigns and bullion are equally 
acceptable, whereas in countries where seigniorage is levied the charge slightly 
affects the gold import point. 

SHIP S HUSBAND. The person to whom the management of a ship is 
entrusted by or on behalf of the owner. Any person whose name is so 
registered at the Custom House of the Port of Registry of the ship shall, for 
the purposes of the Merchant Shipping Act, 1894, be under the same 
obligation, and subject to the same liabilities, as if he were the managing 
owner. 

A Ship's Husband, unless authorised by the owners of the ship, has no 
power to borrow so as to bind the owners. 

SHIP'S PROTEST. A declaration made by the master and crew, upon 
0 oath, as to the particular circumstances under which any injury to the ship 
or damage to her cargo has arisen. Underwriters sometimes demand this 
document before adjusting a claim against them, and it then devolves upon 
the insured to obtain and exhibit it. 

SHUT FOR DIVIDEND. This is an expression used when the transfer 
books of banks and public companies are closed to permit of the dividend 
warrants being prepared and issued. 

SLIDING SCALE. A scale to fix a rate of wages to be paid to workmen 
according to the rise or fall in the market value of the products of their labours. 
To make this quite clear, supposing a workman, paid by a sliding scale, agreed 
to accept 10s. as a basis for producing a certain quantity of any commodity 
so long as it could produce 30s. in the open market. Should the market 
value rise or fall 5s., his wages would be proportionately increased or reduced 
accordingto the scale agreed upon. 

SLINGING. A shipping term used in some ports in the kingdom; it means 
a charge for putting the chains around the goods as they lie in craft alongside 
the ship, so that the vessel may hoist them on board. The charge is usually 
borne by the shipper. 
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STEVEDORES. Experienced men who superintend the stowage of the 
ship's cargo, which, usually being of such a mixed nature, requires great care 
in stowing so as not to shift or get damaged during the voyage. 

STOPPAGE IN TRANSITU. The stoppage, by the sender, of delivery of ‘ 
goods during their transit from one place to another. The seller of goods 
has a right to stop them in transit, and so prevent their delivery if, since 
they have left his hands and before payment has been made for them, the 
buyer has become bankrupt or insolvent. 

SUBPCENA. A writ issued by a court of law calling upon a person to 
appear at a day and place assigned, under a penalty for non-appearance 
or default. 

TALE QUALE. An expression used in contracts where grain and other 
produce is sold “ to arrive." It means that the goods as they lie are said 
to be the same as the sample submitted, but the buyer takes the risk of any 
damage the produce may afterwards sustain during the voyage. 

TALON. In connection with bearer bonds there is sometimes issued, 
along with the sheet of coupons, a slip called a " talon," in order that the 
whole of the bonds may, when all the coupons have been used, be exchanged 
for a new sheet of coupons. 

TAPE PRICES. The Stock Exchange prices which are collected by the 
Exchange Telegraph Company, and which on being telegraphed are recorded 
by the instruments on long tape paper. 

TELEGRAPHIC TRANSFERS (T.ts.). The payment of money in a t 
foreign country may, when necessary, be effected by telegraph, the banker ¥ 
in London sending a cable with the necessary particulars to his foreign 
correspondent. The cost of the cable is charged to the customer at whose 
request the transfer is made. An exporter of goods from this country can, 
as soon as he has shipped the goods, communicate with his agent abroad 
by wire to sell the goods at once and send payment immediately by telegraph 
through a London banker. 

TREASURY BILLS. These are bills issued by the Treasury in return for $ 
sums of money lent to the Government by private individuals When the 
Treasury is in want of money to meet the current expenses, they usually 
insert an advertisement in the Gazette requesting that tenders up to a certain 
amount be sent in to the Bank of England by a specified date, and parties 
having capital at their command, and being satisfied with a low rate of interest, 
offer to lend the Government a stated amount, and name the rate of discount 
they will accept. For instance, if a person offered the Treasury £100 at 
3 per cent discount, he would lend only £97, but would receive a Treasury 
Bill for £100. The bills bear no interest, seeing that the holder receives them 
at a discount, but, being a safe investment, they are often tendered for many 
times over the required amount. 

TRINITY HOUSE. A corporation entrusted with the regulation and 
management of the lighthouses, buoys, and beacons of the shores and rivers 
of the United Kingdom, and with the licensing and appointment of pilots 
for the British coasts. It consists of thirteen acting elder brethren, of whom 
two are elected from the royal navy and eleven from the merchant service, 
and thirteen honorary elder brethren. The acting members attend at the 
Admiralty Court to act as assessors, and they also advise the Board of Trade 
in nautical matters. The income of the corporation is about £300,000 per 
annum, and is expended, under the auditorship of the Board of Trade, on the 
various duties already mentioned, in pensions to retired masters of the mer¬ 
cantile marine, and in administrative expenses. 

It is believed that Trinity House dates back to the time of King Alfred. 

It rose to a position of importance in the reign of Henry VIII, who granted a 
charter in 1514 for the purpose, among other things, of improving the breed 
of seamen. The full title of the body is the Corporation of the Elder Brethren 
of the Holy and Undivided Trinity. 

topp. 
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TRUCK. The system of paying workmen their wages (or part of them) in 

J oods instead of in money. 

ULLAGE. (1) The difference between the full capacity of a cask and its 
actual contents; or the waste in casks or bottles of liquids owing to leakage, 
breakage, evaporation, or racking. 

(2) The actual quantity in a cask, etc. 

The first is the true definition, but in the Customs the term is used in the 
second sense, and the true ullage is termed the vacuity. 

VATTING. A Custom House term for the mixing together of the same 
sorts, brands, or colour of wines (or spirits) for the purpose of fortifying, 
colouring, or strengthening the whole, or obtaining uniformity of character. 

WALL STREET. The New York Stock Exchange being situated in Wall 
Street, the prices of securities there are frequently spoken of as transactions 
in Wall Street. 

WATERING STOCK. Increasing the capital of a company by creating 
new stock, without making any additional provisions for paying dividends 
on the new stock issued. 

, WINDING UP. The winding up of a company means the closing of all its 
'"business transactions and the settling up of the finances of the concern, either 
voluntarily or by order of the Court. Whilst its affairs are being wound up 
a company is said to be “in liquidation.” 
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A. „ Anna (Indian coinage) 
@ .. At; for ; to; from 

A.a.r.| Against all risks 

A1 .. First class 
Abbr. .. Abbreviation 
Abt. .. About 
A/C .. Account current 
A/c or acct. Account 
Ac. . Acre 

Acc. .. Acceptance; accepted 
Acct. .. Accountant 
Ackgt. .. Acknowledgment 
A.D. .. Anno Domini (In the 
year of the Lord) 

A.d. or A/d. After date 

Ad lib. Ad libitum (at pleasure) 

Ads. or 

adverts. Advertisements 
Adv. .. Advice 
Ad val. Ad valorem (according to 
value) 

Afft. .. Affidavit 
Aft. .. After, afternoon 
A.g.b. .. A good brand; or any 
good brand 

Agt. .. Agent; against 
A.H. .. After hatch (shipping) 
A.M. .. Assurance Mutuelle 
(mutual assurance) 
A.M. .. Ante meridiem (before 
noon) 

Amt. .. Amount 
Anon. .. Anonymous 
Ans. .. Answer 
A/o. .. Account of 
A/or .. And, or 
A.P. .. (1) d protester (to be pro¬ 

tested—bills) ; (2) Ad¬ 
ditional premium 
(insurance) 

App, .. Appendix 
Appro. .. Approval 
Approx. Approximate [ance) 
A/K. .. All risks (marine insur- 
Arr. .. Arrive 
Art. .. Article 
A/S. .. Account sales 
Assn. .. Association 
Asst. .. Assistant 
A/T. .. American terms (grain 
trade) 

Av. •. Average 
Av. or avoir. Avoirdupois 


A/v. .. Ad valorem (according to 
value) 

B 

B/- .. Bag; bale 

Back .. Backwardation (Stock 
Exchange) 

Bal. .. Balance 

Bar. .. Barrel 

B.B. .. Bill Book 

B/D. .. Bank draft 

B/d. .. Brought down 

Bd. .. Bond; bound 

Bdle. .. Bundle 

Bds. .. Boards—bound in boards 

B/E. .. Bill of Exchange 

B/f. .. Brought forward 

B.G. .. Birmingham gauge 

Bg. .. Bag 

B/H. .. Bordeaux and Hamburg 
(grain trade) 

B’ham. Birmingham 

B’head. Birkenhead 
B.H.P. Brake horse-power 

Bk. .. Bank; book; back¬ 
wardation 

Bkg. .. Banking 
Bkpt. .. Bankrupt 
Bkt. .. Basket 
Bl. .. Bale; barrel 
B/L. .. Bill of Lading 
Blk. .. Black 
B.N. .. Bank note 
B/o. .. Brought over 
B.o. .. Branch office; buyer's 
option 

Bot. .. Bought; bottle 
B/P. .. Bill Payable 
B.P.B. .. Bank Post Bill 
Bque. .. Barque 
Br. .. British 
B/R. .. Bill Receivable 
B/R. .. Bordeaux or Rouen 
(grain trade) 

Brev. .. Breveti (patented) 

Brg. .. Brig 
Brit. .. British 
Brl. .. Barrel 
Bro. .. Brother 
Brot. or Brt. Brought 
B.S. .. Balance sheet 
B/S. .. Bill of Sale 
B/s. .. Bags; bales 
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Bsh. or Bus. Bushel 
Bt. .. Bought 

B.T.U. .. Board of Trade unit 

B. W.G. Birmingham wire gauge 

Bx. .. Box 

C 

C/- .. Case; currency; coupon 

c. .. Cents. 

C/A. .. Capital account; close 
annealed; commercial 
agent 

Ca. .. Cases 
Cap. .. Capital; capttulum 
(chapter) 

Capt. .. Captain 
Cash. .. Cashier 
Cat. .. Catalogue 

C. B. .. Cash Book 

C.C. .. Continuation clause 
C.D. .. Commercial Dock 
C/d, .. Carried down 
C.d. .. Cum dividendo (with 
dividend) 

C. and D. Collection and delivery 
C.E. .. Civil engineer 
Cent. .. Centum (100); centime; 
centigrade 

Cert. .. Certificate 
C. and F. Cost and freight 
C/f. .. Carried forward 
Cert. Inv. Certified Invoice 
Cf. .. Conferatur (compare) 
C.f.i. .. Cost, freight and insur¬ 
ance 

C.f.o. .. Coast for orders (char¬ 
tering) 

Cg. .. Centigramme 
Cge. .. Carriage 
C.H. .. Custom House 
Ch. .. Chapter 
Ch. fwd. Charges forward 
Ch. ppd. Charges prepaid 
C.I. .. Channel Isles 
Cie .. * Compagnie (French— 
company) 

C.i.f. .. Cost, insurance, and 
freight 

C.i.f. & c. Cost, insurance, freight 
and commission 

C.i.f. St i. Cost, insurance, freight 
and interest 

C.i.f.c. St i. Cost, insurance, freight, 
commission, and inter¬ 
est 

Ck. .. Cask 
cL .. Centilitre 


Cld. .. Cleared (goods, shipping) 
. cm. ,. Centimetre 
C/m. .. Call of more (Stock 
Exchange) 

Cml. .. Commercial 
C/N. .. Credit note; Consign¬ 
ment note; Circular 
note 

Co, .. Company 
C.O. .. Compte ouvert (open 
account) 

C/O. .. Cash order (banking) 
c/o. .. Care of; Carried over 
C.O.D. .. Cash on delivery 
Collr. .. Collector 
Com. .. Commercial; commis¬ 
sion 

Con. .. Contra (against) 

Con. cr. Contra credit 
Con. Inv. Consular Invoice 
Con. or Consolidated Annuities 

Consols. (Government Stock) 
Cont. .. Contract 
Contg. Containing 

Coy. . . Company 
C/P. .. Charter Party; Custom 
of ports 

C.R. .. Company’s Risk 
Cr. .. Credit; creditor 
C.r.v. .. Cloth, on rollers, and 
varnished (maps, etc.) 
C/S. .. Colliery screened (coal 
trade) 

C.S. ., Civil Service 
C/s. .. Cases 
Csk. .. Cask 

C/T. .. Californian terms (grain 
trade) 

ct. .. cent; credit; current 

Cts. .. Crates 

Ctge. .* Cartage 

C.T.L. .. Constructive total loss 

Cub. .. Cubic 

Cum d/- With dividend 

Cum. Pref. Cumulative Preference 

Curt .. Current 

C. w.o. .. Cash with order 
Cwt. .. Hundredweight 
Cy. .. Currency 

D 

D. .. Denarii (pence) 

D/A. .. Days after acceptance; 

Documents against ac¬ 
ceptance ; Discharge 
afloat (chartering); 
Deposit Account 
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D.B. .. Day Book 
Dbk. .. Drawback 
D/C. .. Deviation clause 
D/D. .. Demand Draft 
D/d. .. Days after date; days* 
date 

Dd. .. Delivered 
Dd/s. .. Delivered sound (grain 
trade) 

D.D. and 

Shpg. Dock dues and shipping 
Deb. .. Debenture 
Dec. .. Decrease 
Def.or deft. Defendant 
Def. .. Deferred 
Deg. .. Degree 
Deld. .. Delivered 
Dept. .. Department 

D.f. .. Dead freight 
Dft. .. Draft 
dg. .. Decigramme 
Diam. .. Diameter 
Diff. .. Difference 
Dis. .. Discount 
Dist. .. District 
Div. .. Dividend ; division 
Dk. .. Dock 

D.L.O. .. Dead Letter Office 
D/N. .. Debit Note 
D/O. .. Delivery Order 
Do. .. Ditto (the same) 

Dols. .. Dollars 
Doz. . Dozen 

D/P. .. Documents against pay¬ 
ment 

Dr. .. Debtor; drawer 

D/R. .. Deposit receipt (banking) 

D/s. .. Day’s sight 

D/W. .. Dock Warrant 

D/w. .. Dead weight 

Dwt. .. Pennyweight 

Dy. .. Delivery 


£ 

E. .. East 

Ea. .. Each 

E. and O.E. Errors and omissions 
excepted. 

E.C. .. East Central 

E.c. .. Exempli causa (for 

example) 

Ed. .. Edition; editor 

E.D. .. Ex dividend 

E.E. .. Errors excepted 

E.g. . • Exempli gratia (for 

example) 


E.I. .. East Indies 
E.I.D. .. East India Docks 
Enclo. .. Enclosure 
Ency. .. Encyclopaedia 
Eng. .. England; English 
Entd. .. Entered 
E.o. .. Ex officio (officially) 
E.o.h.p. Except otherwise herein 

provided 
Eq. .. Equivalent 
Etc. .. Et cetera (and other 
things) 

E.T.C. .. Eastern Telegraph Co. 

Et seq... Et sequentes (and the 
following) 

Ex. .. Examined ; exchange; 

executed; out of; 
without 

Exch. .. Exchange; exchequer 

Ex cp. Ex coupon 

Exd. .. Examined 

Ex div. Without dividend 

Ex in. .. Without interest 

Ex lib... Ex libris (from the library 

of) 

Ex n. .. Ex new (without the 
right of new shares) 
Exors. .. Executors 
Exs. .. Expenses 


F 

F. .. Feet; folio; franc 

F. or Fahr. Fahrenheit 

F.a.a. .. Free of all average 

Fac. .. Facsimile 

F.a.q. .. Fair average quality 

F.a.s. .. Free alongside ship 

Fco. .. Franco (free) 

Fcp. .. Foolscap 
F.c.s. . • Free of capture and 
seizure 

F/d. .. Free docks 
Ff. .. Folios 

F.f.a. .. Free from alongside; free 
foreign agency 
Ffy. .. Faithfully 
F.g. .. Fully good 
F.g.a. .. Foreign general average 
F.g.f. .. Fully good, fair 
F.H. .. Fore hatch (shipping) 

F.i. .. For instance 
F.i.b. .. Free into bunker (coal 
trade) 

Fig. * .. Figure 

Fin. .. Ad finem (to the end) 

Fir. .. Firkin 
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F.i.t. 


Free of income tax 

FI. 


Florin 

Fm. 


Fathom 

Fo. 


Folio 

F/o. 


For orders; full out 


terms (grain trade) 

F.O. 


Firm offer 

F.o.b. 


Free on board 

F.o.c. 


Free of charge 

Fol. 


Folio 

Folg. 


Following 

For. 


Foreign 

F.o.r. 


Free on rail 

F.o.r.t. 


Full out Rye terms 



(grain trade) 

F.o.s. 

.. 

Free on steamer 

F.o.t. 

., 

Free on trucks 

F.o.w. 

,. 

First open water (char- 



tering) 

F.p. 

,, 

Fully paid 

F.p.a. 

. • 

Free of particular 



average 

Fr. 

. , 

French; franc 

Frt. 

,, 

Freight 

Frt. fwd. 

Freight forward 

Frt. ppd. 

Freight prepaid 

Ft. 

.. 

Foot, feet 

F’ture 

9 9 

Furniture 

F.T.W, 

* • « 

Free Trade Wharf 

Fthm. 

. a 

Fathom 

Ft., in 


Feet, inches 

Fur. 

., 

Furlong 

Fwd. 

•• 

forward 



G 

G. 

,. 

Gauge; gramme 

G/a 

,. 

General average (marine 


insurance) 

Gall. 

,, 

Gallon 

Galls. 

,, 

Gallons 

Gaz. 

., 

Gazette 

G.B. 

,, 

Great Britain 

G.b.o. 

m M 

Goods in bad order 

Gent. 

9 9 

Gentlemen, sirs 

G. gr. 
gl. 

., 

Great gross (144 doz.) 

,, 

Gill 

G.m.b. 

G.m.q. 

• • 

Good merchantable 
brand 

Good merchantable qua¬ 


lity 

G.o.b. 

.. 

Good ordinary brand 

Gov. 

,, 

Government 

G.P.O. 

,, 

General Post Office 

Gr. 


Gross 

Gr. wt. 

• • 

Gross weight 

Grs. 

• 9 

Grains 

Gs. 

• • 

Guineas 


H 


H.A. or D. 

Havre, Antwerp, or Dun¬ 
kirk (grain trade) 

H/H .. 

Havre and Hamburg 
(grain trade) 

Hhd. .. 

Hogshead 

H.M.C... 

His Majesty’s Customs 

H.M.S. 

His (or Her) Majesty’s 
Service 

H.P. .. 

Horse-power 

H.P.N... 

Horse-power nominal 

Hrs. .. 

Hours 


I 


I.B. .. 

Invoice book 

ib. 

ibidem —in the same plac e 

I.B.I. .. 

Invoice book inwards 

I.B.O. .. 

„ „ outwards 

id. 

Idem —the same 

i.e.. 

Id est —that is 

I.H.P. .. 

Indicated horse-power 

In. 

Inch, inches 

Inc. 

Increase 

Ince. .. 

Insurance 

Inst. 

Instant—of the present 


month 

Instn. .. 

Institution 

Instns. .. 

Instructions 

Int. .. 

Interest 

In trans. 

In transitu (in transit) 

Inv. 

Invoice 

IOU .. 

I owe you 

I.R.O. .. 

Inland Revenue Office 

I.S.W.G. 

Imperial Standard Wire 


Gauge 

Iss. 

Issue 

Ital. .. 

Italics 

I.W. .. 

Isle of Wight 


j 

J/A .. 

Joint Account 

JJ. ^ .. 

Justices 

Jun. ) 

J*- r 

Junior 


K 

K.B. .. 

King’s Bench 

K.B.D... 

King’s Bench Division 

Kg. .. 

Kilogramme 

Kild. .. 

Kilderkin 

Kilo .. 

Kilogramme 

Kr. 

Kreuzer (coin) 
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L 

£ .. Pound sterling 

£T .. Pound Turkish 
Lancs. .. Lancashire 

L.A.T. .. Linseed Association 
Terms 

Lat. .. Latitude 
lbs } •' P° un d i n weight 

L/C .. Letter of Credit 

L.D. .. London Docks 
Ld. .. Limited 
Ldg. and dely. Landing and delivery 
£E .. Egyptian pounds 
Led. .. Ledger 

L.H.A.R. London, Havre, Ant¬ 
werp, Rouen (grain 
trade) 

L.I. .. Long Island 

L.I.P. .. Life Insurance Policy 

L.m.c. .. Low middling clause 
(cotton) 

Long. .. Longitude 
L’pool .. Liverpool 

L.S. .. Locus sigilli —place of 
seal 

L.s.d. .. Pounds, shillings, pence 
Ltd. .. Limited 


M 

M. .. Thousand, Monsieur, sir 
-/m .. Thousand (as 20/m) 

m. .. metre; mile; minute 
M/a. .. My account 
Mag. .. Magazine 
Max, .. Maximum 
M/C .. Metalling Clause (Marine 
insurance) 

M/C .. Marginal Credit (banking) 
M'chtr... Manchester 

M.D. .. Mill wall Docks 

M.D, .. Memorandum of Deposit 
M/d .. Months* date (*.«., 
months after date) 
Mdlle. .. Mademoiselle, Miss 
Mdme. .. Madame 
Mdse. .. Merchandise 

Memo. ) Memorandum 

Messrs., Gentlemen, Sirs 

M.H. •. Main hatch (shipping) 
Michs. .. Michaelmas 
Min. .. Minimum, minute 
Min. B/L. Minimum Bill of Lading 
Min. wt. Minimum weight 


M.I.P. .. Marine Insurance Policy 
Mks. .. Marks (coin) 

M/m .. Made merchantable 

mm. .. Millimetre (French 

measure of length) 

MM. .. Messieurs, sirs 

M.M. .. Mercantile Marine 

M.M.A... Merchandise Marks Act 
Mme. .. Madam 

M.O. .. Money Order 
Mo. .. Month 
Mon. .. Monmouthshire 
M.O.P. .. Mother-of-pearl 
Mos. .. Months 
M/R .. Mate’s receipt 
Mr. .. Mister, sir 
Mrs. .. Mistress, madam 
MS. .. Manuscript, mail steamer 
M/s .. Month’s sight (*.*., 
months after sight) 
M.S.A. .. Merchant Shipping Act 

M. S.C. .. Manchester Ship Canal 
MSS. .. Manuscripts 

N 

N. .. North 

N.A. .. North America 
N/A .. No advice (banking) 

N/A .. New Account (Stock 
Exchange) 

N.B. .. Take note—mark well 

N/C .. New charter or New crop 

N.E. .. No eflects 

N.E. .. North East 
Nem con. No one contradicting 
Net. .. Netto (lowest) 

N.F. .. Newfoundland 

N/f. .. No funds 

N/m .. No mark 

N/O .. No orders (banking) 

No. .. Number 

Nom. .. Nominal 

N.o.p. .. Not otherwise provided 

Notts. .. Nottinghamshire 

N.P. .. Notary Public 

n/p .. Net proceeds 

Nos. .. Numbers 

N.R. .. No risk (insurance) 

N/S .. Not sufficient (banking) 
N.S. .. New style, new series 

N.S. .. Nova Scotia 
N.S.W... New South Wales 
N.t. .. New terms (grain trade) 
Nt. wt. Net weight 
N.W. .. North West 
N.Y. .. New York 
N.Z. .. New Zealand 
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O 


O/a .. 

On account of 

Obdt. .. 

Obedient 

Obs. 

Observe; obligations 

O/c .. 

Old charter or Old crop 

o/c 

Overcharge 

Oc. B/L. 

Ocean Bill of Lading 

O/d .. 

On demand 

O.D.O. 

Outdoor Officer 


(Customs) 

O.H.M.S. 

On His Majesty’s Ser¬ 


vice 

% 

Order of; per cent. 

%o .. 

Per mille—per thousand 

O.P. .. 

Open Policy (insurance) 

O.R. .. 

Owner’s risk 

O.R.B. 

Owner’s risk of breakage 

O.R.C. .. 

ii ii chafing 

O.R.D. 

„ „ damage 

O.R.F. .. 

ii H fire 

O.R.L. .. 

„ „ leakage 

Ord. .. 

Ordinary 

O/s 

Old style 

O/t .. 

Old term (grain trade) 

Oxon. .. 

Oxfordshire 

Oz. 

Ounce 


P 


p. .. Per, page 

P/A .. Power of Attorney 

P/A .. Private Account (book¬ 
keeping) 

P.A. .. Particular average 
P. and L. Profit and Loss 
Par. .. Paragraph 

P.C, .. Post card 

P/C .. Price Current, Petty 

Cash, Per cent. 

Pc. .. Piece, prices 

Pci. .. Pared 

P.c.r.c.a. Pickled cold rolled and 
close annealed 
Pcs. .. Pieces 

P.C.B. .. Petty Cash Book 

Pd. .. Paid 

P.D. .. Port dues 

Per Ann. Per Annum (by the year) 
Per cent. Per centum (by the hun¬ 
dred) 

Per pro. Per procurationem (on 
behalf of) 

Pk. .. Peck 

Pkg. .. Package 

P.L. .. Partial Loss (insurance) 

P/m .. Put of More (Stock 

Exchange) 

p.m. .. Post meridiem — afternoon 


Pm. .. Premium 

P/N .. Promissory Note 

P.O. .. Post Office, Postal Order 

P.O.B. .. Post Office box 

P.O.D. .. Pay on delivery 
p. p. .. Picked ports (chartering) 
p.p. .. Per procuration 
pp. .. pages 

Ppd. .. Prepaid 

P. p. i. .. Policy proof of interest 
(marine insurance) 

p. pro. Per procuration 

P.P.S. .. A further postscript 
Pr. .. Pair 

Pref. .. Preference or preferred 
Pres. .. President 

Pro .. For 

Pro and con. For and against 
Pro forma As a matter of form 
Pro tern. Pro tempore —for the 
time being 

Prox. .. Proximo —of the next 
month 

P.R. .. Parcel receipt 

P/S .. Public sale 

P.S. .. Postscriptum 

Pt. .. Pint 

P.T. .. Parcel ticket 

P.T.O. .. Please turn over 
Pts. .. Pints 

P.X. .. Please exchange 

Q 

Qlty. .. Quality 

Qr. .. Quarter 

Qrs. .. Quarters 

Qt. .. Quart 

Qto. .. Quarto (4to) 

Qts. .. Quarts 

q. v. .. Quod vide —which see 

Qy Query 

R 

R. .. Rupees 
R.A.D Royal Albert Docks 

R.A.T. .. Rapeseed Association 
Terms 

R.C.D. .. Regent’s Canal Dock 
R/D .. Refer to drawer (banking) 
R.D.C. .. Running-down clause 
(insurance) 

re .. With reference to * 
reed. .. Received 
reg., regd. Registered 
RJ. .. re-insurance 
rm. .. ream 
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R.M.S.S. 

Royal Mail Steamship 

R.O. .. 

Receiving Office 

R.P. .. 

riponse payte (reply paid) 

R.R. .. 

Railroad 

Rs. 

Rupees 

R.S.O. .. 

Railway Sub Office 

R.S.V.P. 

r&pondez, s'il vous plait 
(please reply) 

Rx. 

Ten rupees 

S 

$ 

Dollars 

s. 

shilling 

Salop .. 

Shropshire 

sc. 

scilicet (namely, to wit) 

s/c. 

son compte (his, or her, 
account) 

Schr. .. 

Schooner 

s/d. 

sea-damaged (grain 
trade) 

s.d. 

sine die (indefinitely) 

sec. 

section ; secretary 

S.E.e.O. 

Salvis erroribus et omissis 
(errors and omissions 
excepted) 

Shipping and Forwarding 
Agent 

S. & F.A. 

seq. 

The following 

Servt. .. 

Servant 

S.g. .. 

Specific gravity 

Sgd. .. 

Signed 

Sh. 

Share 

Shipt. .. 

Shipment 

Shr. .. 

Share 

S.I. 

Short interest (insurance) 

Sk. 

Sack 

S.K.D. .. 

St. Katherine's Dock 

Sks. 

Sacks 

S.L. .. 

Salvage Loss 

S/M .. 

Siemans Martin 

S/N .. 

Shipping Note 

S.o. 

Sellers’ option 

Soc. 

Society 

Sov. 

Sovereign 

Sovs. .. 

Sovereigns 

S.P. .. 

Supra Protest 

Spec. .. 

Speculation 

SS. 

Steamship 

S/S 

•1 

S’sea .. 

Swansea 

Sq. .. 

Square 

Sq. in. .. 

Square inches 

Sq. ft. .. 

„ feet 

Sq. m. .. 

„ miles 

Sq. yd... 

M yards 

St. 

Saint, Street 

38 a—( 1481 ) 


st. 

Stone (in weight) 

St. 

Stet (let it stand) 

s.t. 

Short ton (2,000 lbs.) 

Std. 

Standard 

stg. .. 

Sterling 

Stk. .. 

Stock 

S. to S... 

Station to station 

Str. 

Steamer 

S.W. .. 

South West 

S.W.I.D, 

South West India Dock 


T 

T. 

Tons; tare 

T.B. .. 

Trial Balance 

Tcs. 

Tierces 

T.D. .. 

Tilbury Dock 

T.E. .. 

Trade Expenses 

Thro* B/L. 

Through Bill of Lading 

T.L.O. .. 

Total loss only (marine 


insurance) 

T.M.O. .. 

Telegraph Money Order 

T.O. .. 

Turn over 

Tonn. .. 

Tonnage 

T/q. • • 

Tale quale (grain trade) 

T.R. .. 

Tons registered (ship¬ 


ping) 

Treasr. 

Treasurer 

T.t’s .. 

Telegraphic Transfers 


U 

U/a .. 

Underwriting account 


(marine insurance) 

U.K. .. 

United Kingdom 

Ult. .. 

Ultimo—of the last 


month 

U/p. .. 

Under proof (spirits) 

U.S. .. 

United States 

U.S.A. .. 

United States of America 

U/w .. 

Underwriter 


V 

V. 

Versus —against 

Van .. 

Various 

V.D. .. 

Victoria Dock 

Via 

By way of 

Vid. .. 

Vide —see 

Viz. .. 

Videlicet —namely 

Vol. .. 

Volume 

v.v. 

vice versa 


W 

W. 

West 

W.A. .. 

Western Australia 
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W.B. .. Warehouse Book ; Way 
Bill 

w. b. .. Water ballast (shipping) 
W.C. .. West Central 
W'chester. Winchester 
Wd. .. Warranted 

w. f. .. Wrong fount (of type) 
W.G. .. Wire Gauge 

W.I. .. West Indies 
W.I.D. West India Dock 
Wk. .. Week 
Wks. .. Weeks 
W.P. .. Without prejudice (in¬ 
surance) 

Wt. .. Weight 

W/W .. Warehouse Warrant 

X 

x. c. . ♦ Ex coupon 

x.d. .. Ex dividend 

x.m. .. Ex interest 

x.new .. Ex New 


Y 


Y/A 

.. York-Antwerp Rules 
(marine insurance) 

Yd. 

.. Yard 

Yday. 

.. Yesterday 

Yds. 

.. Yards 

Yorks. 

.. Yorkshire 

Yr. 

.. Your 

Yrs. 

.. Yours 

Miscellaneous 

& 

.. And 

&c. 

.. And the rest, and so on 

# 

.. Numbered (as +f: 1/20) 

.. Foot (as 1' 4*—one foot 
four inches) 

0 

.. Inches (as3 # x 2*—three 
inches by two) 

X 

.. By (as 6 x 4—six by four) 

e 

.. Degree (as 30°—thirty 
degrees) 
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Al, 571 

Abbreviations, commercial, 587 

-, Stock Exchange, 254 

-used in shipping, 433 

Acceptance, 200, 214 

- supra protest, 219 

Accident insurance, 324 
Accommodation bill, 206 
Accountant, 110 

Account day. Stock Exchange, 250 

- Sales, 398, 399, 541 

Accounts, collection of, 140 

-, payment of, 123 

A compte, 571 

Action in County Court, 272 
Active partner, 68 
Act of God, 162, 571 
Acts of Bankruptcy, 260 
Actual total loss, 478 
Address, 39 

Adjudication order, 571 
Adjustment of losses, fire insurance, 
320 

Administration order, 571 
Ad valorem, 571 
Advance freight, 463 

- Notes, 571 

Advertising, 76 

Advice of despatch of goods, 516 
Affidavit of debt, 275, 281 

-, service of summons, 278, 284 

Agency, 99, 122 
Air transport, 160 
Allonge, 209 
Allotment of shares, 94 
Alphabetic filing, 68 
Alterations of bill, 201 

- of cheque, 189 

Amortisement, 571 
Annual meeting, 95 

-returns, 95 

Annuities, 314 
Application for shares, 94 
Arbitrage, 571 
Arbitration, 572 
Articles of Association, 92 
Articles of Partnership, 86 
Assay, 572 
Assign, 572 

Assignment of policy, 455 
Association of Chambers of Com¬ 
merce, 365 


Assurance, Life, 298 
“At and from," 457 
Auction sale, 129 
Authorized capital, 93 
Average, 474 

-adjuster, 572 

-bond, 489, 572 

-clauses, 481 

-conditions, insurance, 319 

- due date, 148 

-, general, 474, 486 

-, particular, 474, 482 

-stater, 572 

Backwardation, 572 
Bad debt insurance, 338 
Baggage sufferance, 419 
Balance of indebtedness, 343 
Bank account, 106, 179 

-Act, 369, 380 

-notes, 147, 171, 370 

- of England, 367 

-pass book, 182 

-post bills, 572 

- rate, 181 

— - reserve, 375 

- return, 371, 381 

Bankers, 175 

Bankers' Clearing House, 196 

-deposit rate, 181 

- discount, 209 

-lien, 581 

-termination of authority, 192 

Banking department return, 371 
Bankruptcy, 259 

-, Acts of, 260 

- discharge, 266 

-notice, 260 

-petition, 262, 268 

-, small, 267 

Barratry, 471, 573 
Barter, 164 
Battened down, 573 
Bearer cheques, 187 
Berth, 573 

Bill, accommodation, 206 

-of exchange, 143, 147, 198, 537 

-, stamp duties on, 204 

-, foreign, 211 

-,-, stamp duties on, 

one 919 

- of health, 426, 427 
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Bill of lading, 400, 514, 519 

-freight, 463 

-of sale. 573 

- of sight, 407 

Bimetallism, 171 
Binding contracts, 117 
Blank endorsement, 207 

-transfer, 573 

Board of Trade, 350 

—- > Department of Overseas 

Trade, 353, 354, 357 

-- Departments, 352 

- —, functions of. 351 

--Journal, 356 

Bond, a\erage, 489, 572 

- note, 417 

Bonded goods, 126 

-warehouses, 347 

Bonds to bearer, 245 
Bonuses, life insurance, 304 
Bottomry bond, 573 
Bounties, 347 
Bov labour, 111 
Brand. 125, 573 
Brassage, 168, 574 
British Chambers of Commerce 
abroad, 365 
—— coinage, 561 

- industries fairs, 357 

-returned goods, 422 

- weights and measures, 553 

Brokerage, 122 
Brokers, 100, 230, 440 

-, outside, 232 

Broker's account sales, 398 

-charges. 233 

- sold note, 118 

Bucket shops, 233 
Building societies, 178 
Bullion, 173 
Burglary insurance, 337 
Burnt ship, 476 

Business names, registration of, 96 
Buyer, 504 
Buying, 107 

Cables, submarine, 502 
Cabling, 495 
C. & F. basis, 126, 506 

-invoice, 536 

Calculating prices, 505 
Calculations, freight, 522 

-, interest, 542 

-, life insurance premiums, 300 

Called-up capital, 93 
Cambist, 574 
Canals, 159 
Capital, 9 

-of companies, 92 


Capture of vessel, 468, 470 
Carat, 574 

Carbon copying, 14, 58 
Card index, 69, 71, 129 
Cargo policy, 437 
Carriers, 159 
Carrying over, 245 
Cartels, 102 
Cash discount, 123 
Cashier, 110 

Cash on delivery, 33, 124 
Cataloguing, 80 
Causa proxxma, 477 
Certificate of origin, 407, 528 

- of registry, 426 

Certified transfers, 574 
Chambers of Commerce, 361^-. 
Change of voyage, 447 
Chart, 134 

Chartered freight, 463 
Charter Party, 426, 430 
Cheap money, 574 
Checking of invoices, 139 
Cheques, 147, 187 

-, crossings of, 192 

Children's assurances, 310 
Chop, 574 
C.I.F., 126 

- Invoice, 536 

- Quotation, 505 

Circulars, 47 

Claims, accident insurance, 331 
Classification of occupations, 1 
Clearance outwards, 426 
Clearing Bankers' account, 198 

-House, Bankers', 196 

C.O.D., 33, 124 
Codes, telegraphic, 496 
Coinage, 167, 561 
Coins, 143, 167 
Collated Telegram, 574 
Collection of accounts, 140 
Collision clause, institute, 491 
Commercial attaches, 357, 359 
Commission agents, 122 
Committal of debtor, 295 
Common carrier, 162 
Companies, 90 

-, limited by guarantee, 95 

-, limited liability, 91 

-, private, 91 

-, public, 91 

-, unlimited liability, 91 

Compensation under Workmen’s 
Compensation Act, 327 
Composition process, 59 
Concealment, 451 

Condensing letters into telegrams, .52 
Conditions, lif©'insurance, 311 



INDEX 


597 


Conditions of sale, 125 
Confirmatory indent, 509 
Consequential loss insurance, 321 
Consideration money, 574 
Consignments, 397, 541 
Consignment instructions, 517 

- note, 29, 158 

Consolidated annuities, 574 
Consols, 574 

Constructive total loss, 479 
Consular invoices, 529 
Consuls, 357, 359 
Contango, 247, 250, 574 
Contingent liability, 575 
Contract, fire insurance, 317 

-form, 119 

-, marine insurance, 440 

-note, 118, 512 

Contracts, 117, 512 
Contra interest, 542 
Co-operative societies, 103 
Copying letters, 58 
Copy press, 14 
Corners, 101 
Correcting proofs, 81 
Correspondence, commercial, 35 

-, handling of, 13 

-, inward, 13 

-, outgoing, 14 

-register, 14 

Council drafts, 575 
County Court, 271 

-fees, 279, 282 

-summons, 274 

Coupon, 575 
Covering note, 532 
Cranage, 575 
Credit note, 24 
Creditor's petition, 268 
Crew list, 426 
Crossed cheques, 192 
Cross-examination, 290 
Cross reference, 16, 67 
Cum div., 255, 575 

-drawing, 575 

-new, 575 

-rights, 255 

Cumulative dividend, 576 

-preference shares, 93 

Currency, 380, 576 

-notes, 173 

Current account, 175, 180 

-, agent’s, 542 

Custom House, 402, 576 
Customs duties, 344, 405 

-entry, 402, 405 

—— formalities, 405, 525 

-specifications, 516 

Cypher telegrams, 496 


Days of grace, 201, 514 
Day-to-day loans, 576 
Dead freight, 576 

- Letter Office, 576 

-reckoning, 576 

Dealer, 505 
Debentures, 93 
Debit note, 26 
Debts, recovery of, 271 
Decimal coinage, 174 
Declaration, Shipper’s, 533 
Decode, 576 

Deed of assignment, 258 

- of composition, 258 

Default summons, 274, 280 
Deferred rebates, 530 

- shares, 94 

Deficiency bills, 576 
Del credere , 100, 123 

- agent, 100 

Delivery Book, 151, 160, 161 

- note, 151 

- of goods, 126 

- order, 402, 576 

Demonetize, 577 
Demurrage, 158, 577 
Department head, 110 

- of commerce and industry, 351, 

353 

- of Overseas Trade, 353, 354, 357 

- Public Service, 355 

Departmental Stores, 103 
Deposit account, 175, 180 

-, general average, 489 

Derelict, 577 
Description, sale by, 125 
Despatch of goods, 151, 515 
Detention of goods, 422 
Deviation, 447 
Directors, particulars of, 97 
Discharge of bankrupt, 266 

- of bill, 209, 211 

Disclosure, 452 
Discount, 123 
Discounting bills, 176 
Dishonoured bill of exchange, 209 
Dispatch of goods, 151, 515 
Disposal of foreign bills, 214 
Dissenting creditors, 258 
Dissolution of partnership, 87 
Distribution of surplus, life insurance, 
307 

Docks, 347 

Dock and Town Dues Bill, 527 

-warrant, 405, 577 

Documentary bill, 219 
Domiciled bill, 219 
Drafting circulars, 48 
Drafts on bankers, 539 
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Drawback, 345 
Drawing up reports, 48 
Due date, 201 
Dunnage, 577 
Duplicating, 58 
Duties, import, 344, 405 

Embargo, 577 
Employers' liability, 325 
Empty boxes, etc., 423 
Enclosures, 16 

Endorsement of bill of exchange, 206 
Endowment assurance, 309 
Enfaced paper, 578 
Engaging staff, 108 
English measures with metric equi¬ 
valents, 550 

- weights, 552 

Enquiry agents, 111 
Entrepot, 578 
Entrepreneur, 11 
Entry for baggage, 420 

-free goods, 413 

-home use, 406 

-warehousing, 410 

Estimate, 22, 120 
Ex all, 578 

- coupon, 578 

-dividend, 250, 255, 578 

-drawing, 578 

-new, 578 

-- quay, 127 

-rights, 250, 255 

-ship, 127 

-warehouse, 127 

Exchequer bills, 578 

-bonds, 578 

Excise, 344 

- drawback, 345 

Execution, 291 

-, levying of, 292 

Expansive theory, 578 
Exporting, 504 
Export credits, 540 

-invoices, 535, 536, 537 

Expressed warranties, 445, 448 

F.A.S., 125 
F. C. & S. Clause, 468 
Fee simple, 578 
Fidelity guarantee, 337 
Fiduciary issue, 370, 380, 579 
Filing, 65 

Financing shipments, 537 
Fire insurance, 317 

-, marine insurance, 467 

Firm offer, 23 
First-class paper, 579 
Floaters, 579 


Floating policy, 320, 443 
Flotsam, 579 
F.O.B., 125, 506 

- invoice, 536 

Follow-up system, 68 
Force majeure , 579 
Foreign bills of exchange, 211 

- chambers of commerce, 365 

- currency, 562 

- exchanges, 390 

-, calculation of, 392 

-letter post, 32 

- money orders, 147 

- moneys, 562 

- telegrams, 495 

- trade, 341 

-- weights and measures, 558 

Form letters, 48 
Founders' shares, 94 
F.P.A., 531 
Franco, 126 

-invoice, 537 

Free alongside, 125 

- on board, 125 

- overside, 127 

Freight, 463 

- calculations, 522 

- list, 429 

- market report, 429 

- note, 517 

-rates, 523 

- release, 402 

- terms, 433 

Functions of a banker, 175 
Funded debt, 579 
Futures, 103 

Garnishee order, 579 

-proceedings, 295 

Gauge, 579 
Gauger, 579 
Gazette, 579 
Gelatine process, 5 9 
General acceptance, 203 

- average, 474, 486 

-deposit, 489 

-receipt, 489 

-guarantee, 489 

-crossings, 193 

- manager, 109 

Geographic filing, 68 
Gilt-edged securities, 579 
Godown, 579 
Gold, 165, 168, 370, 375 

-reserve, 375 

Government securities, 374 
Great Western Railway, 152 
Gresham's Law, 170 
Group life assurance, 310 
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Guarantee, companies limited by, 95 

-, general average, 489 

-insurance, 337 

Guinea pig, 579 

Hague Rules, 520 

Hammered, 579 

Headings, 39 

Health Insurance, 339 

High Bailiff, County Court, 272 

High seas, 580 

Holder in due course, 204 

Hong, 580 

Horizontal filing, 72 

Hypothecation, 537, 580 

Implied warranties, 445 
Import duties, 344 
Imports against orders, 399 

- on consignment, 397 

Imprest system, 17 
Indebtedness, balance of, 343 
Indent, 507 

-form, 508 

Indexing, 15, 58 
Inherent defect, 466 
Inland bill of exchange, 198 

-letter post, 32 

- money order, 31, 146 

Insolvency, 257 

Institute collision clause, 491 

-time clause, 491 

- voyage clause, 491 

-warranties, 449 

Insurable interest, 318, 452 
Insurance, accident, 324 

-, bad debt, 338 

-, burglary, 337 

-, consequential loss, 321 

-, credit, 338 

-, fire, 317 

*-, guarantee, 337 

-, health, 339 

-, joint-life, 309 

-, life, 298 

-, marine, 436 

-, motor-car, 333 

-, personal accident, 328 

-, plate glass, 338 

-, third party indemnity, 332 

-, unemployment, 339 

-, Workmen's Compensation, 324 

Interest, 299 

-on current accounts, 542 

Interim dividend, 580 
International trade, 341 
Intrinsic value, 580 
Invoices, 23. 30, 136, 398, 400 
-, checking of, 139 


Invoices, consular, 529 

-, shipping, 398, 534 

Inward correspondence, 13 
IOU, 221 

Irredeemable debentures, 93 
Issue department, 371 

Jetsam, 580 
Jettison, 469, 580 
Jobbers, 230 
"Jobber’s Turn," 231 
Joint-life assurance, 309 
Joint-stock banks, 178 

-companies, 90 

Judge, County Court, 271 

-, trial before, 290 

Judgment form, 286 

-, methods of enforcing, 291 

- summons, 293 

-, hearing, 294 

Key Industries Act, 346 

-duty, 420 

Keying of advertisements, 78 

Lac, 580 

Lame duck, 580 

Landed terms, 126 

Landing account, 405 

Land waiter, 580 

Law of carriage, 162 

Lay days, 429, 580 

Leasehold redemption assurance, 311 

Legal tender, 169 

Legality of trade, 448 

Letter book, 14 

- of allotment, 95 

- of credit, 580 

- of hypothecation, 538 

- of introduction, 581 

- rates, 32 

- writing, 35 

Letters of countermart, 470 

- of mart, 469 

Liability on bill of exchange, 204 
Lien, 128 

-, bankers’, 581 

-, maritime, 581 

Life assurance, 298 

-premiums, 300 

Limited liability companies, 91 

-partnerships, 89 

Lithography, 60 
Lloyd’s, 439 

-bonds, 581 

-policy, 454 

Loading, 303 
Local carrier, 159 
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Locality of business, 108 
Loco, 125 

-invoice, 535 

Locum tenens, 581 
Locus sigilli , 581 

London Chamber of Commerce, 361 
London & North-Eastern Railway, 
152 

London, Midland & Scottish Railway, 
152 

Lost bill of exchange, 206 
"Lost or not lost," 455 

Making up packages, 513 
Manifest, 429, 432 
Marine insurance, 436 

-Act, 439 

-policy, 437, 442, 454 

Maritime lien, 581 
Marked cheques, 581 
Market report, 51 
Markets, 100, 235, 397 
Marking of packages, 514 
Mate’s receipt, 519, 581 
Measurement goods, 523, 581 
Medical examination, life assurance, 
313 

Meetings, company, 95 

-, creditors of insolvent debtor, 

257, 264 

Memorandum of Association, 92 

-, marine insurance, 474 

Merchant, 505 

Merchant’s account sales, 399 
Metric system, 546 
Middle price, 582 
Milling, 582 
Mining shares, 250 
Ministry of Transport, 151, 360 
Mint par of exchange, 390 
Minute book, 582 

-, f company, 95 

Misrepresentation, 452 
Missing vessel, 478 
Money, 164, 174 

-Market, 367 

-order, 31, 146 

Moneys of the world, 561 
Mortality table, 298 
Mortgage debentures, 93 
Most-Favoured-Nation Clause, 346 
Motor-car insurance, 333 
Multiple telegrams, 582 

-type printing, 61 

-shops, 103 

Mutual Life Insurance Company. 305 

Name Day, Stock Exchange, 250 
Negligence (insurance), 332 


Negotiability, 192 
Net cash, 123 
Nisi prius, 582 
Nominal capital, 93 

- consideration, 582 

Notary public, 582 v' 

Note issue of banks, 368 
Notes issued (bank return), 375 
Notice to produce documents, 288 
Noting a bill, 210, 216 

- ticket, 210 ^ 

"Not negotiable," 193 ^ 

Novation, 582 
N/S, 190 

Numeric filing, 66 

Office tickler, 70 
Official export list, 525 

- Receiver, 262 

Open cover, 444 

- policy, 443 

Opening business, 106 
Option prices, 249 
Options, 104, 248 
Order, 21 

-cheques, 187 

- form, 22 

Ordinary shares, 93 
Outgoing correspondence, 14 
Outside brokers, 232 
Over-entry certificate, 407 
Overseas Trade, Department of, 354, 
540 

Owner’s risk rates, 158 

Packing goods, 157, 514 
Paper currency, 171, 377 
Parcel delivery companies, 158 

-post, 159 

Pari Passu, 582 
Parity, 582 

Participating shares, 94 
Particular average, 474, 482 
Partner, active, 88 
Partnership, 86 

-Act, 86 

-, Articles of, 86 

-, limited, 89 

Partner, sleeping, 88 
Pass book, 182 
Passport, 582 
Pattern, sale by, 125 
Paying-in Book, 181 

-slip, 183 

Payment of accounts, 123 
Pensions insurance, 339 
Perils of the seas, 466 
Personal accident insurance, 328 
Petition, bankruptcy, 262 
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Petty Cash Book, 17, 18, 19 
t Pickings claim, 483 

Plain language telegrams, 495 
Plaintiff, 282 
Plaint note, 279, 283 
Plate-glass insurance, 338 
Policy, accident, 331 
—, fire, 317 

-, marine insurance, 437, 442, 454 

-, motor insurance, 334 

- values, life insurance, 303 

Pools, 103 

Port of London Authority, 364 
Ports, 347 
Postage Book, 17 
Postal orders, 32, 144 

-rates, 32 

Post-dated bill, 198 

-cheque, 186 

- entry, 407 

- obit bond, 582 

- office, 143 

-Savings Bank, 177 

Postscriptum, 35 

Power of Attorney, 251, 583 

P.P.I. policy, 443 

Praecipe, 276, 277, 281 

Pr6cis writing, 53 

Preference shares, 93 

Premiums, accident insurance, 330 

-, life insurance, 300 

-, marine insurance, 473 

Preparation of correspondence, 37 
Presentment of bill, 205 
Press copying, 14, 58 
Pricelist, 20, 118, 120 
Prices, calculation of, 505 

- current, 21, 120 

Primage, 525 
Prime entry, 407 
Principal and agent, 99 
Printer’s contract, 513 
Private arrangement, 257, 583 

- codes, 496 

- company, 91 

-house insurance, 321 

Pro forma invoice, 136 
Prohibited goods, 421 
Promissory notes, 148, 219 

-- stamp duties, 220 

Prompt cash, 123 
-ship, 433 

Proof of debts, bankruptcy, 263 
Proof reading, 81 

Proposal form, accident insurance, 

-, fire insurance, 317 

-, life insurance, 311 

Proprietary Life Insurance Co., 305 


Prospectus, 94 
Protective tariffs, 346 
Protest, 478 
Protesting a bill, 216 
Provisional note, 532 
Proxy, 583 
Public company, 91 

- deposits, 373 

- examination, bankruptcy, 265 

Purchases, 117 
Pyx, 583 

Qualified acceptance, 203 
Quality of goods, 125 
Quorum, 583 
Quotations, 118, 120 

Racking, 583 
Railways, 153 

-transport, 152 

Rates of exchange, 391, 395 
Rebate, 583 

-, deferred, 530 

Receipt, 33, 148 

- for goods shipped, 518 

Receiving order, 262 

Records of purchases and sales, 129 

Recovery of debts, 271 

Redeemable debentures, 93 

Red interest, 544 

‘‘Referee in case of need,” 218 

‘‘Refer to drawer,” 190 

Registrar, County Court, 272 

Registration of business names, 96 

- of company, 91 

Re-insurance, 583 
Remedy allowance, 168 
Remittances, 143 
Reports, drawing up, 48 
Representations, 450 
Requisites of good correspondence, 
35 

Re-sale, 129 
Reserve, gold, 375 

-liability, 583 

Respondentia, 583 
“Rest,” bank return, 372 
Restraint, 468 

Restrictive endorsement, 207 

-theory, 583 

Returned goods, 423 
Rig, 584 
Ring, 584 

Risk, marine insurance, 440 
Rotary copier, 14 
Royalty, 584 
Rummaging, 584 
Running days, 584 
— -down clause, 491 
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Safeguarding of Industries Act, 
1921, 346, 420 

Sale of Goods Act, 117, 127 
Sales, 117 

- chart, 134 

-records, 129 

Salesmanship, 79 
Salutation, 40 
Salvage loss, 479 
Samples, 157 
Sample, sale by, 125 
Sampling, 504, 505 
Savings banks, 176 
Scrip, 584 
Seaworthiness, 445 
Secretary, 109 
Secured creditors, 259, 265 
Seigniorage, 168, 584 
Set of bills, 211 

Settlement Days, Stock Exchange, 
250 

Settling Room Clerk, Stock Ex¬ 
change, 229 
Seven-day bills, 374 
Share capital, 93 

- register, 95 

- transfer, 246 

Shares, allotment of, 94 

-, deferred, 94 

-, founders', 94 

-, ordinary, 93 

-, preference, 93 

Shipment, 127 

- date, 514 

' Shipper's instructions, 517 
Shipping goods, 515 

- invoices, 402, 534 

- note, 519 

-rings, 530 

Ship’s Articles, 426 

- delivery order, 402 

-husband, 584 

-log, 426 

-papers, 426 

-protest, 584 

-report, 425 

“Shut for dividend, 584' 

Signature, 40 
Signing cheques, 189 
Sinking fund assurance, 311 
Sleeping partner, 88 
Sliding scale, 585 
Slinging, 585 
Slip, 440 

"Solid note, broker’s, 118 
Southern Railway, 152 
Special average clause, 481 

-Crossings, 194 

-endorsement, %Q7 


Specie, 173 

Specification of goods exported, 525 
Specific duties, 407 
Spot ship, 433 
Staff, engagement of, 108 
Stagging, 251 

Stamp duties, bills of exchange, 
204 

-, powers of attorney, 253 

-- promissory notes, 220 

-, share transfers, 235 

Stamps, 144 
State insurance, 339 
Statement in lieu of prospectus, 94 

- of affairs, 262 

Statements, 24, 25, 26, 139 
Status enquiries, 112, 510 

- enquiry form, 112 

Statutory meeting, 95 
Steamer goods advice, 516 
Stencil copying, 59 
Stevedores, 585 
Stock Exchange, 224 

-abbreviations, 254 

-advertising, 229 

-brokers, 230 

-clerks, 228 

-comniissions, 233 

-committee, 225 

-holidays, 230 

-jobbers, 230 

-markets, 235 

-partnerships, 228 

-rules, 225 

Stocktaking statement, 140 
Stoppage tn transitu, 128, 585 
Stowage of goods*459 
Stranding of vesselpl75 
Subject index, 68 
Submarine cables, 502 
Subpdena, 585 
Subscribed capital, 93 
Subsidies, 347 
-f Substance of letters, 36 
Sue and labour clause, 471 
Summary administration, 267 

- sheet, 198 

Summons, County Court, 274 
Surrender value, 308 
Surveyor, Marine insurance, 482 
Suspension of the Bank Act, 370 
Sweating of coins, 170 
-of goods, 466 

Table A, 92 
Tale quale, 585 
Talon, 585 
Tape machines, 236 
-prices, 236, 585 
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Tariffs, 345 

-, protective, 346 

Telegrams, 28, 32, 495 

-, foreign, 495 

Telegram writing, 52 
Telegraph code, 497 

-form, 28 

-money order, 146 

Telegraphic transfers, 585 
Telegraphing, 495 
Tenders, 22, 121 

Termination of banker’s authority, 
192 

Term assurance, 309 
Terms and abbreviations, 571 

-, shipping, 433 

Third party indemnity insurance, 
332 

Ticket Day, Stock Exchange, 250 
Time charter, 426 

- Clause, Institute, 491 

-policy, 442 

Token money, 169 
Total loss, 477 

-constructive, 479 

Trade commissioners, 358 

- discount, 123 

-, international, 341 

- entry, 410 

Transport, Ministry of, 151, 360 
Travellers, 79 
Treasury bills, 585 
Trial before judge, 290 

-, County Court, 286, 289 

Trinity House, 352, 585 
Truck, 586 

Trustee Savings Banks, 177 
Trusts, 101 

Ullage, 586 
Underwriter, 440, et seq. 
Unemployment insurance, 339 


Unlimited liability company, 91 
Unpaid bills of exchange, 209 

- cheques, 189 

Unvalued policy, 444 

Valuation clause, 480 

-, Life Insurance Co., 305 

Vatting, 586 
Vertical filing, 65 
Victualling Bill, 426, 428 
Vowel indexing, 15 
Voyage, change of, 447 

- charter, 426 

-Clause, Institute, 491 

-policy, 442, 533 

Wager policy, 443 
Waiver clause, 454, 472 
Wall Street, 586 
W.A. policy, 481 

Warehouse to warehouse clause, 462 
Warehousing entry, 410 
Warranties, marine insurance, 445 
Warranty, 127 
Water carriage, 159 
Watering stock, 586 
Weighing of imported goods, 404 
Weight note, 401, 404 
Weights and measures, 546, 553 
Whole life assurance, 308 
W hiding up, 586 
Window display, 80 
Witnesses’ expenses. County Court, 
290 

Witness, summoning a, 288 
Working capital, 93, 106 
Workman, definition of, 326 
Workmen's Compensation Acts, 325 

-insurance, 324 

W.P.A., 531 

York-Antwerp Rules, 487 
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